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NOTES OF THE MONTH 


The New French Government 


As was feared, the results of the French elections, instead of 
Aending “‘tripartism”’, only presented the new Assembly with 
an even more confused situation, in which “‘tripartism’’, “quadri- 
partism’’, or some form of National Government seemed the only 
possible solutions, yet in which any or all of them seemed even less 
desirable than the former “tripartite” formula. The formal ending 
of the ‘‘provisional” régime, thus, paradoxically, led to a period of 
crisis unrivalled by almost any of the numerous crises of the Third 
Republic. 

The re-election of M. Auriol as President of the new Assembly 
was almost a foregone conclusion. But the three following votes 
of the Assembly produced a state of confusion in which all his 
tact and experience were called upon before something like order 
was restored. M. Thorez and M. Bidault were in turn defeated as 
candidates for the Premiership. The Assembly then decided to 
rely once more on M. Auriol’s skill as a negotiator and to leave him 
to thresh the matter out with the leaders of the different groups. 
Days passed, and permutation after permutation was rejected 
either as inacceptable by one or other of the parties, or as unlikely 
to obtain a majority in the Assembly. 

Two conclusions gradually emerged; one, that the Prime 
Minister would have to be either a Socialist or a Radical, as these 
two groups occupied key positions in the sense that neither 
M.R.P. nor Communists were prepared — or indeed able — to form 
Governments without them; and the other that the differences of 
approach were so great that the only thing to do was to make a 
fresh start and to consider first, not who were to form the Govern- 
ment, but what the Government was to do. 

For days the situation was like a jig-saw puzzle with some 
essential pieces missing. The Right and the M.R.P. were on the 

vyhole in favour of an all-party National Government, conceived 
as an interim formation only. Socialists and Communists 
argued that a Government which could obtain the confidence of 
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the Assembly now, would presumably still have it a month hence, 
and that the election of the President of the Republic was a 
formality which need have no effect on the constitution of the 
Government. If, therefore, it was not to be a provisional Govern- 
ment, but was to be confirmed in its position after a few weeks, 
there was no case for a “National Government”’ which, in their 
experience, had always meant in practice a reactionary Govern- 
ment. Socialists and Communists alone had not a majority. The 
Radicals refused to join a “tripartite” Popular Front, and the 
M.R.P. refused to join a “quadripartite’ Government, if the 
Communist claim to a key portfolio — the Ministry of Defence — 
was accepted. Even the acceptance, virtually unanimous, of the 
candidature of M. Léon Blum did not make it possible to form a 
team who would agree to work together in applying an immediate 
programme on which they were agreed. M. Blum was therefore 
obliged to form a homogeneous Socialist Government. 

For three reasons, this Government, representing a party of 
just over 100 Members in an Assembly of over 600, was accepted 
by all parties. (There were only 2 votes against and 70 abstentions, 
mainly by P.R.L. Members.) First, M. Blum is regarded by all 
parties, not only as a great statesman, but as a man of the highest 
integrity and with no personal ambition. Secondly, no party wants 
to be saddled with the responsibility for an unpopular economy 
Budget. Thirdly, the country could not wait — the choice was 
between tightening belts and financial ruin — and the Socialists 
alone had a plan which the other parties could accept, and were 
prepared to accept the unpopular responsibility of putting it into 
practice. 

Whether the new Government will be, as M. Blum expects, a 
short-lived, caretaker Government, or will be confirmed in its 
powers after the election of the President of the Republic, depends 
on the extent to which the country is able to appreciate the 
economic realities of the situation. 


The Danube as an International Waterway 

Recent international discussions concerning the future of the 
Danube have centred ostensibly around the principle of free 
and equal treatment for all nations and the view that the 
future of the river is the concern of the riparian States alone. The 
Danube has for a long period been subject to a considerable degree 
of international control, a principle established largely on account 
of the political and economic importance of a route traversing 
several States. 

The modern history of the Danube dates back to the Congress 
of Vienna, for the Final Act of the Congress, signed on June 9, 
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1815, laid down in Articles 108-16 principles concerning the use 
of navigable waterways (including the Danube). At that time 
there was a strong economic reason for eliminating friction and 
disputes concerning the use of waterways, for they were by far 


the cheapest method of transport. Article 108 of the Treaty reads 
as follows: 


““The Powers whose territories are separated or traversed by 
the same navigable river engage to regulate, by common consent, 
everything regarding its navigation. For this purpose, they will 
name commissioners who shall assemble at latest six months after 
the termination of the Congress and who shall adopt, as the bases 
of their proceedings, the following principles.” 


Of these principles the most important were that navigation of 
the rivers concerned should be entirely free, that as far as possible 
there should be a uniform system for the collection of dues and 
for the maintenance of policing, and that each riparian State 
should be responsible for the works necessary to maintain the 
river in navigable order. 

In 1856 the Treaty of Paris applied practically the same prin- 
ciples and declared that henceforth they were to be a part of “the 
Public Law of Europe” and guaranteed by the Great Powers. For 
the first time there was established a fully independent body— 
including non-riparians—with extra-territorial rights to carry out 
on the Danube the necessary works and to safeguard equal rights 
to all flags represented or not on the international body of adminis- 
tration. After the 1914-18 war the international importance of the 
Danube was greatly increased by territorial and political changes. 
By the terms of the Versailles Treaty the European Commission 
of the Danube was reinstated in the sector below Galatz, and 
provision was made for the control of the section above that point 
by an International Commission under a definite “Statute of the 
Danube’’, to be concluded at a later date. The Convention 
instituting this Statute was signed in Paris in July, 1921 by 
representatives of all the European Allied Powers (except Portugal 
ind Poland) and of Austria, Bulgaria, Germany, and Hungary. 
he Paris Conference in 1920-21, leading to the signing of the 
Convention, did not, however, run altogether smoothly, for some 
of the riparian States—in particular Rumania—made strong 
efforts to reduce international control of the river to a minimum. 

By the terms of the new Statute—which applied mainly to the 
fluvial Danube—navigation on the river system was declared to 
be unrestricted and open to all flags from Ulm to the Black Sea. 
Other articles prohibited fiscal and customs discrimination or the 
mposition of higher customs duties on the Danube than on other 
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frontiers. ‘The International Commission was empowered to draw 
up programmes of important works of improvement in consulta- 
tion with the riparian States, who were to be responsible for 
undertaking such improvements, unless this was found to be 
impossible, when they could be carried out by the Commission. 
As regards the maritime Danube, the main purpose was to keep 
the mouth of the river open to shipping. The chief difficulties 
were the failure of the technical experts to agree on the works 
required, lack of funds for the execution of works, and, until the 
advent of German domination, hostility from the Rumanian 
Government.' In 1940, in line with an attitude which had been 
developing for several years, Germany declared the Commission 
dissolved and took over control of the river. The reappearance of 
the U.S.S.R. as a riparian Power added a new factor to the 
situation. 

The Danube has a catchment area of about 315,000 square 
miles; it is subject to seasonal rises in the water-level and to a 
certain amount of silting. A stretch of about 105 miles of the 
estuary can take sea-going vessels up to 6,000 tons; it has tribu- 
taries of varying navigability. The Danube traffic between the 
wars was low, never exceeding about 7.5 million tons per annum, 
which compares unfavourably with other rivers not strikingly 
better situated; the main items carried were oil, cereals, ores, coal, 
and timber. Apart from a number of natural factors, the absolutely 
and relatively low level of traffic reflected to a great extent the 
economic under-development of the riparian countries, the increase 
in real cost resulting from unused capacity on the downstream 
route, and also a certain geographical disadvantage as an inter- 
national trade route. This geographical disadvantage may well be 
less significant with the new position of the U.S.S.R. It is also 
worth noting that in 1924, for example, 5,000 barge-days were 
lost through administrative formalities; this situation did, however, 
improve somewhat subsequently. 

In the past, traffic on the Danube was of less importance to 
riparian States than might be imagined, for they utilized it for less 
than 10 per cent of their goods traffic. In the trade of non-riparian 
States it played only a very minor part; even the Germans used it 
very little in proportion to their total waterway traffic. Of the 
actual traffic on the Danube internal trade formed a high propor- 
tion, and of this the share of Hungary, Rumania, and Yugoslavia 
constituted almost the whole. 

Discussions on the future of the river are influenced by political 
alignment and fears, but the importance of the area and its uneasy 


1 For further information see International River and Canal Transport, by 
Brig.-Gen. Sir Osborne Mance. (R.I.1.A.). Oxford University Press. 1944 
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life in the past make it one of those many points on which inter- 
national collaboration is essential. The Danube is the longest 
European waterway, and under favourable conditions should 
become a notable trade route. For a long period the Danube area 
has been in need of help from the outside world; given a lessening 
of the nationalistic atmosphere, it might well derive great benefit 
from international schemes of development. 


The Dutch-Indonesian Agreement 

The Dutch Government has now authorized the signature of 
the Cheribon Agreement of Nov. 15 with the Republic of In- 
donesia, and this decision has been approved by the Dutch 
Second Chamber, despite some vigorous opposition. As the 
Dutch in Indonesia and the majority of the elements forming the 
Republic also support the agreement, it can therefore be hoped 
that an end of the conflict in the East Indies is in sight. There 
still lies ahead, however, a long and arduous period of discussion 
and compromise in the working out of the actual constitutions of 
the United States of Indonesia and the Netherlands Indonesian 
Union. The present agreement is, in the words of the Dutch 
Government, “not a constitution, but rather a programme of 
principles’. 

The bases on which the agreement is founded are the Dutch 
recognition of the Government of the Republic as exercising de 


facto authority over Java, Madura, and Sumatra, and incidentally 


their willingness for the first time to treat with Soekarno, and the 
Indonesian acceptance of the principle that the Dutch King or 
Queen shall be the head of the Netherlands Indonesian Union. 
The mutual exercise of civic rights by Netherlands and Indonesian 
citizens, and the restoration of rights and restitution of goods in 
the Republic to all non-Indonesians are also agreed. 

It is provided that the Union “shall have its own organs to 
promote the joint interests” of its two component parts, the 
Kingdom of the Netherlands, comprising Holland and the 
\merican territories, and the United States of Indonesia, com- 
prising the Republic, Borneo, and the Great East—that is, the 
rest of the Dutch Indies except New Guinea, which the Dutch 
seem likely to retain directly for the moment. 

‘Joint interests” are “co-operation on foreign relations, defence, 
ind, as far as necessary, finance, as well as subjects of an economic 
or cultural nature’, and the Statute of the Union is to contain 
provisions both for guarantees for the fulfilment of mutual 
bligations and in case no agreement can be reached by the organs 
f the Union. These organs are to be formed by the Govern- 
ments, and, if necessary, Parliaments, of the two component 
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countries. At the same time provision is made for the United 
States of Indonesia to be independently admitted to the United 
Nations. The relation between these two points has still to be 
worked out before—by Jan. 1, 1949 it is hoped—the Union can 
be brought into being, and in order to achieve co-operation in 
foreign relations as well as in other spheres both the Netherlands 
and Indonesia will clearly have to be prepared to surrender a good 
deal of the independence of action which in the case of Indonesia 
is only just achieved. 

To neither will this be easy, but the firm acceptance of the 
agreement by the Dutch Government and their clear declaration 
that the Dutch “‘must absolutely discard the colonial relation’’, and 
the known predilection for agreement of Dr. Sharir, coupled with 
the apparently growing approval for the agreement both in Holland 
and Indonesia suggest that the necessary spirit of compromise and 
co-operation will be forthcoming. 


CZECHOSLOVAKIA REVISITED 


Aves ago it was probably true to say that the question 
was still undecided whether or not Czechoslovakia would 
be an independent, prosperous, and democratic country. Soviet 
troops (as well as American) were then still in great strength on 
Czechoslovak soil. National committees which had sprung to life 
on the eve of Allied victory were largely dominated by one party. 
In every office, in nearly all shop windows, hung the Red Flag and 
portraits of Stalin. Road signs were as often in Russian as in 
Czech. Though President Benes, the acknowledged leader of his 
country, was President, and though a Social Democrat, Zdenék 
Fierlinger, was Prime Minister, the Government of the day was 
so dominated by the Communist Party that few people believed 
that it could have a policy independent of Moscow. Furthermore, 
the morale of the general public was admittedly low: fear and 
subservience to the Nazis had left their trace on the behaviour and 
attitude of the majority of the people, inclining them to avoid 
responsibility and accept domination from whatever quarter it 
came. At the same time, Czechoslovakia was facing profound 
internal difficulties on which the State might well have foundered: 
the Germans, over 3 million strong, had virtually been declared 
outlaws pending their forcible ejection from the country, and the 
Slovaks, puffed up rather than cast down by their war record of 
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“independent satellite” of Germany, were making demands wholly 
incompatible with the reconstruction of a strong and united State. 
Moreover, alone among the Allies Czechoslovakia had had to 
surrender without compensation the province of Sub-Carpathian 
Ruthenia to the Soviet Union. Finally, pessimists saw in the 
ambitious programme of nationalization which the Czechoslovak 
Government had undertaken in the economic field a final threat 
to the country’s already tottering economy. 

To-day Czechoslovakia is undoubtedly the most independent 
country east of the Rhine, is probably the most prosperous, and is 
certainly the most democratic. To what do the Czechs owe this 
national recovery, and how far can it be lasting? 

Czechoslovakia enjoys many advantages over her neighbours in 
Central and Eastern Europe. Economically, she is by far the 
strongest country in this area. This was so before the war, and the 
effect of the war itself, though it distorted the Czech economy, 
was not to destroy, or even to weaken, the economic potential of 
the country. On the contrary, the Germans built up many of the 
main Czech industries and, since the Bohemian stronghold was 
largely immune from attack by air or land, not only did these 
industries survive intact but as the war progressed they were 
constantly strengthened by the Germans themselves. 

Naturally the collapse of Germany caused profound economic 
disruption throughout the country, but the Czechs were not 
unprepared to deal with it, and their wholesale measures of 
nationalization, so far from putting an added strain on the econ- 
omy, made possible that centralized economic planning which 
alone saved the situation. The Two-Year Plan, with its ambitious 
programme of increasing present production in some categories 
over the 1937 level, though it may not be completely fulfilled 
within the given period, is a serious estimate of the economic 
capacity of the country. 

The economic stability of Czechoslovakia has also been assisted 
in the last year by a record harvest of all crops. This, coming as it 
did at a time when U.N.R.R.A. deliveries of food to Czecho- 
slovakia were based on a very generous estimate of Czechoslovak 
needs, meant a relatively high level of rationing, which undoubt- 
edly raised public morale in the country and reduced the political 
temperature. 

On the political side, Czechoslovakia also enjoyed advantages 
not only over all her neighbours, but over practically all occupied 
countries with the sole exception of Norway. In the first place, 
there was no profound cleavage between the resistance movement 
at home and the legal Government abroad. In nearly all other 
countries a more or less violent conflict was ended only by the 
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triumph of one side to the exclusion of the other. In the Western 
countries the resistance movements were mostly crushed, and in 
the Eastern countries, with the exception of Greece, they succeeded 
in completely ousting all representatives of the exiled Govern- 
ments and of the pre-war régimes. In Czechoslovakia there was 
no such conflict. Only in part was this because the resistance 
movement, in so far as it might have produced an alternative 
Goverment, was largely crushed by Heydrich in 1941. At the 
time of the major German onslaught against it Czech resistance 
was working in close contact with the Czechoslovak Government 
abroad. Whether this unity would have remained it is hard to 
say—after the slaughter of Czech intellectuals in 1941-2, no really 
outstanding leaders arose on the Czech home front. But one 
factor was probably decisive: in 1943 President Benes, acting 
against the advice of the British Government, concluded his 
treaty of alliance with the Soviet Union. This meant that the 
Communists, who had been in strong opposition to Benes at the 
time of Munich and during the first two years of the war, followed 
the Moscow line and did not organize their resistance on anti- 
Benes lines. Thus President Benes returned to his country in 1945 
as Head of State acknowledged by Democrats and Communists 
alike. This naturally put a curb on political conflicts, and the 
Czechs, with their natural tendency to coalition and compromise, 
produced conditions of political stability which made for rapid 
reconstruction. 

Czechoslovakia therefore faced the difficulties of the post-war 
situation with a relatively strong economy and with a stable 
political situation. Her two overriding problems were her relations 
with the U.S.S.R. and her relations with the Germans. Both these 
problems were, to all intents and purposes, settled before the end 
of the war. 

The problem of the German minority in Bohemia and Moravia 
had beset the new Republic from the outset. The original solution 
intended by Masaryk and Benes in 1919 was to create in Czecho- 


slovakia ‘‘a sort of Switzerland’’, that is, a State composed of 


many nationalities with a certain priority for the Czechs. In 
actual fact, the First Czechoslovak Republic was recognized by 
the Allied Powers as a Czechoslovak National State with national 
minorities within its frontiers protected by international treaty. 
In effect this relegated the Bohemian Germans to the position 
long held by the Czechs of being second-class citizens of the 
State—a position which they never accepted. In 1938 the Sudeten 
German grievance which Hitler exploited in order to destroy the 
Czechoslovak State was not the violation of the minority agree- 
ment, which the Czechs had observed more loyally than any other 
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Government, but the fact of the agreement itself in that it put the 
Germans in a position inferior to the Czechs. 

The solution tried at Munich was to separate the two peoples 
by redrawing the old historic frontiers of Bohemia. This solution 
lasted less than six months, at the end of which Hitler marched 
into Prague and reunited the province by annexing the lot. 
Though the frontiers of the Third Reich still officially ended at 
the Munich frontier where the “Protectorate of Bohemia and 
Moravia” began, ‘“Gau Sudetenland” included all the 
Germans of Bohemia and Moravia as well, and there was no 
longer a real State frontier between the German and Czech 
districts. 

It was probably the humiliation rather than the persecution of 
the Czechs which made it impossible for Czechs and Germans 
ever to form a State together again after Hitler’s seven years of 
rule. In the early years of the war it would have been possible, 
had the Allies shown a real desire to reconstruct Europe on a 
basis of equity as well as of security and freedom, to persuade the 
Czechs to accept slight frontier rectifications in Germany’s favour 
in return for the transfer of some, not all, of the 2 million or so 
remaining Germans. By the end of the war, however, the Czechs, 
witnessing the vast annexation of German territory by the Poles, 
were absolutely adamant on the question of their pre-war frontiers 
and the total expulsion of the Germans. This meant that the 
number of Germans involved was over 3 million. The three 
major Allies had agreed to the transfer of the Sudeten Germans 
even before the end of the war, and the Czechoslovak Government 
returned home with plans fully worked out, and accepted by the 
Big ‘Three, for the rate and manner of expulsion. In spite of 
hitches which occurred at the beginning owing to the flooding of 
Germany with refugees from Silesia, the Czechs nevertheless 
succeeded in ridding themselves of well over 2 million Germans 
by October 29, 1946. In their place, nearly 2 million Czechs, 
from all parts of the Republic, from Volhynia, Austria, and else- 
where, moved into the border regions, and the present Czecho- 
slovak State is in fact, as well as in name, a Czecho-Slovak 
national State. Just as Masaryk has gone down in history as the 
man who created a Czechoslovak State in the modern world, so 
Benes will go down in history as the man who ended the 800-year- 
old sojourn of the Germans in Bohemia. For the first time since 
its foundation, there are no Germans either teaching or learning 
in Prague University. Among all the other great disservices which 
Hitler did to his nation, this ending of the historic influence of 
the Germans in Bohemia has passed almost unnoticed. Ten years 


+ The problem of the Hungarian minority will be dealt with below. 
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ago no Czech would have contemplated so ruthless a solution of 
the problem. To-day, no Czech opposes it. 

But this drastic solution of the Sudeten German problem has 
entailed serious consequences for the Third Czechoslovak Re- 
public. It is not proposed here to go into the economic conse- 
quences of the loss of nearly a million highly-skilled workers— 
some 20 per cent of the Czech labour force—nor to examine the 
extent to which many of the main Czech export industries were in 
the hands of the Germans. Suffice it to say that Czech economic 
experts are perfectly aware of the problem, and the Two-Year 
Plan is designed to shift the balance of Czech industrial develop- 
ment away from some of the light industries, which had depended 
on German labour for their high standard (and, incidentally, are 
now being set up with the help of Sudeten German labour in the 
American zone of Germany), to the heavy industries in which the 
Czechs hope to play an even more important international réle 
in South-eastern Europe than they did after the first world war. 

But there are serious political consequences also. Though most 
Czechs would deny it, the transfer will undoubtedly embitter 
Czech-German relations for generations to come. Before the last 
war—a fact which was indeed apparent even at the height of the 
Munich crisis after weeks of a campaign of hatred against the 
Czechs—there was no real hatred of the Czechs in Germany. 
From now on it is safe to assume that Czechs will be classed in 
German eyes with Poles, and all the 2 million Sudeten German 
refugees in Germany, even if they have no tendency to try and 
return to their homes, will act as a leaven of hatred and revenge 
in the German people. 

The Czechs would no doubt deny that the transfer has put their 
country in any greater danger vis-a-vis Germany than it proved 
to have been in 1938 after years of good treatment of the German 
minority and of correct relations with the German State. Never- 
theless, the obsession with Munich is undoubtedly a reflection 
not only of all that Munich meant for Czechoslovakia, but also of 
the fear that such a crisis is possible again in the future. 

In the Czech view there is only one certain ally against Ger- 
many, and that is the Soviet Union. For thinking Czechs, 
Munich is not, as it appears to most Englishmen, a single act of 
betrayal committed by a now heavily discredited Conservative 
Government: for the Czechs it was the considered policy of a 
Great Power whose dominions lie largely outside Europe and 
which has never committed itself to the defence of any European 
system east of the Rhine. The real obstacle to close Anglo-Czech 
relations is not so much the bitterness to which Munich gave rise, 
but rather the light which it threw on British foreign policy. 
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Czech public opinion after the 1914-18 war, and still more so in 
the thirties, had persuaded itself that Bismarck’s famous dictum— 
“the master of Bohemia is the master of Europe”—entailed 
consequences for British foreign policy, based as it traditionally 
was on the balance of power in Europe. The Czechs firmly 
believed before 1938 that the independence of their country was 
a vital British interest and that Britain could not afford to see 
Nazi Germany in possession of this fortress in Central Europe 
which presented the last significant barrier to German eastward 
expansion. 

Every Czech prediction of what would happen should the Nazis 
gain control of Czechoslovakia came true, and yet, far from any 
public or even private admission that Munich was a grave error, 
subsequent British Governments continued to act upon the 
assumptions upon which Munich was based. In the early part of 
the war this took the form of an unwillingness to recognize the 
Government of President Benes or to accord it any real measure 
of redress for the wrong committed against it at Munich. Later 
the same basic assumption—that the independence of Czecho- 
slovakia was of no vital concern to Great Britain—was made in 
our dealings with the Soviet Union. In bargaining with Russia, 
as we bargained with Germany, we made no difficulties over the 
independence or integrity of Czechoslovakia. 

The full decisions reached at Yalta have never been published, 
but well-informed Czechs believe that it was at Yalta that Great 
Britain and the United States agreed that henceforward Czecho- 
slovakia should belong to the Soviet sphere of influence. Though 
in recent months the State Department has openly condemned the 
pro-Soviet policy of Czechoslovakia, there is no doubt that that 
Department was itself party to some sort of agreement between 
the Americans, British, and Russians on the future of Czecho- 
slovakia, especially as regards the manner of its liberation. Once 
again, as at Munich, the Czechs themselves were not consulted in 
the matter nor even informed of the decisions taken. They had 
a fairly shrewd idea, however, when only the Russians showed 
iny interest in concluding an agreement on the question as to 
how the military and civil authorities should co-operate after 
liberation. It was in the light of this and other significant facts 
that the Czechoslovak Government transferred itself from London 
to Moscow in the concluding months of the war. 

The story of the liberation of Czechoslovakia is inadequately 
known considering the decisive effect it has had on determining 
Czechoslovakia’s position in world affairs. At the beginning of 
May, 1945 General Patton, continuing his spectacular advance 
across Germany, reached the Czechoslovak frontier. The Czechs 
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in Prague rose in revolt. Although German fighting in the West 
was practically at an end the Germans attempted to repress the 
revolt and an S.S. division was dispatched against the Czech 
resistance. The Czechs, who had seized control of the radio 
station, broadcast hourly appeals to the Allies for help. General 
Malinovsky, who had been advancing through Slovakia, was held 
up east of Prague: General Koniev’s army was mopping up round 
Berlin. General Patton’s army had advanced to within some 
20 miles of Prague and there was nothing between it and the 
Czech capital except German troops anxious to surrender to the 
Americans rather than fall into Russian hands. In spite of urgent 
and frequent appeals, General Patton did not advance to the 
rescue of Prague, and the only troops to come to the immediate 
help of the Czechs were those of the Russian Quisling General, 
Vlasov. General Vlasov concluded an agreement with the Com- 
munist deputy-leader of the Czech revolt by which he was to be 
warned of the approach of the Red Army and allowed to make his 
way, together with his Russian troops, back into American- 
occupied territory. The agreement was fulfilled. After three days 
of bloody fighting Vlasov retired, leaving the Czechs in command 
of their capital, and General Koniev, sweeping down from Berlin, 
entered Prague as its liberator. The subsequent fate of General 
Vlasov throws discredit on all concerned. The Czech Communist 
with whom he concluded the agreement disappeared from the 
scene and the American military authorities, after holding Vlasov 
for over a year, handed him over to the Russians to be executed. 
The Czechoslovak Government, to whom General Vlasov pre- 
sented nothing but an embarrassment, raised no voice in his 
defence. Inscribing their national motto “Truth Prevails” once 
more on the emblems of their liberated capital, the Czechs 
suppressed the whole story and proclaimed General Koniev and 
the Red Army as their sole liberators. 

To the exiled Czechoslovak Government, waiting in Kosice to 
return to Prague, General Patton’s refusal to advance on Prague 
was not only understood but, since they had already committed 
themselves on the basis of the Allies’ agreement at Yalta, approved. 
If the Allies were going to tear up their agreements the Czechs, 
not unnaturally, preferred them to disagree on something other 
than the fate of Czechoslovakia. ‘To the Czechoslovak people, on 
the other hand, General Patton’s gesture was profoundly depres- 
sing. No more conclusive proof was needed that henceforward 
Czechoslovakia was to adapt its policy to Russia rather than to 
the West. This was obviously the agreed decision of the Allies. 

In the first months after liberation one heard over and over 
again from the Czechs, “If only our country had been liberated 
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from the West, everything would have been different’. And 
indeed it is obvious that if this had been the case not only Czecho- 
slovak foreign policy, but to a large extent also Czechoslovak 
internal policy, would have been profoundly affected. 

The Communists would undoubtedly have been strong, who- 
ever the liberators; on the other hand it is improbable that they 
would have gained the leading place either in the central Govern- 
ment or in the local national committees. The prestige of the 
Labour Government in England has done very little to strengthen 
social democratic parties on the continent; on the other hand it is 
probable that the Western group of Czech Socialists, such as 
Nemec (now Czechoslovak Minister in Canada) and Majer (now 
Minister of Food), would have gained the predominant position 
in the party over the Eastern group, composed of Fierlinger (the 
first Prime Minister) and Lausman (Minister of Industry). There 
would certainly have been large-scale nationalization—the vacuum 


_ created by the collapse of the German economic system necessi- 


tated immediate State intervention throughout the whole field of 
Czechoslovak economy; on the other hand, more regard might 
have been shown for foreign trade and for close economic relations 
with the West. The Trade Union movement would probably not 
have been entirely dominated by the Communists. The Czecho- 
slovak Army would not have been under the control of those 
commanders who had fought with the Red Army rather than with 
the British Army. Finally, Czechoslovak deposits of uranium 
would not have been entirely in the hands of the Russians. 

Much would have been different and—judged purely in terms 
of power against Russia—much would have been better from the 
point of view of present Anglo-American policy, if the British or 
American armies had liberated Czechoslovakia. The time and the 
manner of urging the Czechs to look westward rather than east- 
ward was not in October, 1946 by means of withholding American 
credits, but in April and May, 1945 by liberating Czechoslovakia 
from the Germans. 

From the purely Czechoslovak point of view—especially in the 
light of the tension which has arisen between East and West—it 
is hard not to conclude that they are better off as they are. For 
them there is no “Russian problem”. That problem was solved 
even before the country was liberated by a close Soviet-Czech 
alliance. Furthermore, though the Communist Party is stronger 
than it would otherwise have been, it is also more constructive. As 
the first party in the State, the party of the Prime Minister as well 
as the party which controls all the economic Ministries with the 
exception of foreign trade, the Communist Party is determined to 
make of the Third Czechoslovak Republic a strong, prosperous, 
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and stable country. Being a democratic party which relies in large 
measure for its power on the ordinary workings of a free and secret 
electoral system, the Czech and Slovak Communist Parties are 
to-day parties based on a mass vote rather than élite parties made 
up of convinced Marxists. This, plus the fact that they have also, 
at any rate for the time being, agreed to work with a real Coalition 
Government, gives the Czechoslovak Communist Party a distinc- 
tive character. Here in Czechoslovakia is being worked out the 
practice, if not the theory, of Communist-Democratic collabora- 
tion. This has been made possible not only by the “‘activism” of 
the Communist Party but equally by the will to collaborate of the 
Democratic parties. The real anti-Communist parties of pre-war 
days—the Agrarians, National Democrats, etc.—have been liqui- 
dated, and the bases of their power have been removed by the 
nationalization decrees, which struck at collaborators as well as 
Germans and transferred some 70 per cent of Czech firms from 
the hands of private individuals and companies to those of the 
State. 

In Czechoslovakia is to be found the phenomenon which alone, 
in the writer’s view at least, holds out any hope of progress and 
peace in Europe—that of the non-Communist Left. The three 
other Czech parties in the Coalition Government are primarily 
non-Communist rather than anti-Communist parties; hence the 
possibility of compromise and collaboration. Hence, also, the 
existence of internal and external stability instead of internal 
conflict and external interference. 

If Czechoslovakia had been liberated from the West or if 
President Benes had pursued for Czechoslovakia any other policy 
than that of alliance with the Soviet Union, she might have voted 
for a time with the Western Powers at U.N.O., but it is certain 
that she would have attained neither independence nor stability. 
Under Western protection, if not actually with Western encourage- 
ment, anti-Communist parties would have been formed or the 
anti-Communist elements, which undoubtedly exist in all the 
present democratic parties, would have come to the fore. At the 
same time Russian anxiety about Czechoslovak foreign policy 
would have found expression in a far more subversive, uncon- 
structive, and undemocratic Czechoslovak Communist Party. In 
the internal field there would have been open tension between the 
two extremes, while the Czechoslovak Government itself, what- 
ever its character, would have been the prey to perpetual Soviet 
interference. 

As it is, it is true to say that there is no direct Soviet interference 
in the internal affairs of Czechoslovakia, and the Czech and Slovak 
Communist Parties, even if they take their orders from Moscow, 
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are permitted to act as patriotic parties interested first and fore- 
most in the recovery of their country. This is surely of greater 
value to a country than an independence in the field of foreign 
affairs, which, since the war, is largely illusory for all small nations. 
In spite of criticism of Czechoslovak foreign policy voiced here 
and there in the Czechoslovak press, leading Czechs suffer no 
illusions about the position of their country in world affairs. As 
one high official summed it up in private conversation: ‘‘C.S.R. 
no longer counts as an international factor’. 

At the Paris Peace Conference the Czechoslovak delegation 
voted on every major and practically every minor issue with the 
Soviet bloc. This fact, plus the expression on their faces when 
Mr. Vyshinsky attacked American economic policy, seems to have 
forfeited the Czechs the prospect of an American loan. In spite 
of the American allegations at the time of the suspension of the 
loan talks, there was no doubt (and indeed it has been confirmed 
by prominent American statesmen) that the basic reason for the 
suspension was political—the State Department is unwilling to 
give any economic assistance which may directly or indirectly 
strengthen the so-called Slav bloc. If the United States are 
thinking in terms of war, the State Department is undoubtedly 
right. In the event of an American-Soviet war, Czechoslovakia 
would be no mean ally of the Soviet Union. But if the aim of 
American policy is to strengthen the hands of the Democrats in 
Europe and eventually to facilitate the same sort of Communist- 
Democrat co-operation in the international field which the Czechs 
are practising in internal affairs, then the State Department is 
frustrating its own ends. Failure to obtain American credits will 
seriously handicap the Czechoslovak Two-Year Plan. Though 
the Czechoslovak retort to the American action was to assert that 
its effect would be merely to make the plan take longer to fulfil 
rather than positively to frustrate it, it is probably a case of bonne 
mine a mauvais jeu. Czechoslovakia’s only hope of overcoming her 
catastrophic man-power shortage is by mechanization—more 
up-to-date machinery in some industries and new machinery 
altogether in such spheres as coalmining and agriculture. The 
Czechs aimed to buy much of this machinery in the United States 
by means of the loan. 

' The Czechoslovak Government is obviously still hoping that the 
loan talks will be renewed. If not, the economic prospects are 
grave, and serious economic deterioration in Czechoslovakia will 
do nothing but harm to the Democrats. Indeed, harm has already 
been done to these parties by the attitude towards Czechoslovakia 
of the Western Powers in Paris. From the Czechoslovak point of 
view, Western refusal to agree to the transfers of the Hungarian 
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minority, coupled as it was with the attempt to reduce Hungarian 
reparations due to Czechoslovakia and Yugoslavia, was evidence 
of a Western policy designed to strengthen Hungary at Czech 
expense. 

Czechoslovak-Hungarian relations have in no way been im- 
proved by the change of régime in Hungary. Unlike the German 
problem, the Hungarian problem was not solved before the end 
of the war, but was left to bilateral negotiation between the 
Czechoslovak and Hungarian Governments after the conclusion 
of hostilities. These negotiations have dragged on ever since, and 
were given a new lease of life at the Paris Peace Conference by the 
decision to refer the Czechoslovak demand for the transfer of 
200,000 Hungarians back to the two Governments concerned. 
Up to now the only agreement reached in principle is that the two 
countries should exchange their minorities on a head-for-head 
basis. In practice even this exchange has not been carried out 
owing to the extreme reluctance of the Hungarian authorities 
either to receive their compatriots back from Slovakia or to allow 
their Slovaks to depart. The Czechoslovak Government ascribes 
this unwillingness to continued revisionist intentions on the part 
of the Hungarians, and they find Anglo-American hesitation to 
countenance further mass expulsions on the grounds of humanity 
purely hypocritical in view of the acceptance by all the Powers of 
the far greater inhumanity of the Sudeten-German exodus. In one 
way or another the wretched people concerned will probably in 
any case be uprooted—to Hungary if the Western Powers, like 
the Soviet, put pressure on the Hungarians to accept them, or to 
the German frontier regions if the Czechs are forced to resolve the 
problem internally. The problem only becomes a major one if the 
Allies decide to take opposing sides. Hitherto only the Russians 
have fully committed themselves and they are supporting the full 
Czechoslovak demands. The two Western Powers, by referring 
the problem back to bilateral negotiations, have merely postponed 
and not solved it. 

The reverse which all Czechoslovaks feel that their country 
received in the international field in Paris has already had repercus- 
sions on internal affairs. Both Communists and Democrats have 
indulged in mutual recrimination, the Communists pointing to the 
patent lack of support on the part of the Western democracies, and 
the Democrats alleging that this lack of support was caused by the 
indiscretions of the Communist press. 

If political polemic is the measure of freedom and democracy, 
then Czechoslovakia is a free democracy par excellence, but real 
freedom of the press is limited by the fact that only party news- 
papers are permitted, and all parties are bound by their collabora- 
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tion in the Government. There are in Czechoslovakia to-day four 
Czech parties and two main, with one or two subsidiary, Slovak 
parties. The strongest party after the May elections is the Com- 
munist Party, though in Slovakia the Democratic Party gained the 
first place. In terms of actual portfolios in the Government the 
Communist Party is probably more strongly represented in the 
Government than its 40 per cent of the votes warrants: it holds 
the Prime Ministership and the Ministries of Information, the 
Interior, Defence, Finance, and Agriculture, and though the 
Foreign Office is supposed to be a non-party appointment, the 
candidature of Jan Masaryk was strongly supported by the Com- 
munists, though opposed by the Catholics, and in addition they 
have their own Communist Under-Secretary in the Ministry of 
Foreign Affairs in M. Clementis. The second strongest Czech 
party is the old Benes party — the Czech National Socialists. They 
hold the Ministries of Education, Justice, and Foreign Trade. The 
key Ministry of Industry is held by M. Lausman, who belongs to 
the near-Communist wing of the Social Democratic Party. The 
Social Democrats also hold the Ministry of Food, but the party 
was shown to have lost heavily since pre-war days. The Catholics 
have also lost much of their hold in their former strongholds such 
as among the Moravian peasantry. The surprise of the last election 
was the extent to which the Communists, operating through their 
own Minister of Agriculture, had gained support among the 
peasants. 

In spite of their electoral gains, however, the Communists 
appear to be less strong in Czechoslovakia than a year ago. This 
is probably because they have relinquished in many cases the hold 
which they had seized in the first days after liberation or which 
they had been accorded by a demoralized public which expected 
a reign of terror which did not come. Two factors led to the 
strengthening of the democratic forces in the country. The first 
was the undoubted instinct for democracy which reasserted itself 
as the nightmare of war and occupation passed away, and the 
second was the strong democratic element inside the Communist 
Party itself, which enabled it to become one party among many 
rather than a totalitarian movement. The tendency of the other 
parties to be non-Communist rather than anti-Communist assisted 
this development, and the division spoken of here between “‘com- 
munist” and “‘democrat’’ rarely showed itself in practice, since 
each democratic party was as much opposed to the others as to the 
Communists. It was only after the May elections of 1946 that a 
tendency arose on several important occasions for the non-Com- 
munists to combine against the Communists. Though this was 
hailed in many Czech quarters as a victory for democracy, it is a 
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tendency which, if pursued, would eventually lead to just that 
struggle between the two forces which makes democracy im- 
possible. 

On the other hand, it remains to be seen whether the Com- 
munists will always continue to accept their position of one party 
among many, especially if the play of democratic forces leads, as 
undoubtedly it has already led, to a decline in power of the Com- 
munist Party. Communist hold over the local National Commit- 
tees has, for instance, been adjusted to the balance of parties 
revealed by the national election. In the field of youth organiza- 
tion the Communists have failed to secure a united, Communist- 
dominated organization. In the Central Trade Union Organiza- 
tion the Communists are still undoubtedly strong, but their 
position is beginning to be challenged in the factories. 

The future of democracy in Czechoslovakia depends on the 
manner and character of the democratic challenge to Communism 
just as much as it depends on the Communist reaction to that 
challenge. In the long run both these forces, Democrats as well as 
Communists, will be determined in their attitude and behaviour 
by external forces. If the conflict between Communism and 
democracy sharpens in the world at large, it will sharpen also in 
Czechoslovakia, and unless a modus vivendi is found eventually 
between East and West, the modus vivendi worked out between 
Communists and non-Communists in Czechoslovakia will come 
to an end. And that will mean that Czechoslovakia will cease to 
be an independent, democratic, or even prosperous country. 


S. G. D. 


AMERICAN INFLATION AND PRICE 
CONTROL 


\ \ ITHIN three days of the mid-term elections which set 

up Republican majorities in both houses of the United 
States Congress, President ‘Truman had passed the death sentence 
on the Office of Price Administration, the department responsible 
for controlling prices. At one blow the remaining controls on 
prices were removed, the sole exceptions being the controls of 
rents, sugar, and rice, three items where present scarcities could 
not be remedied in the near future and would, if left to work 
themselves out in a free market, lead to unpredictable but certainly 
damaging rises in these particular prices. The haste of the 
Democratic Administration in sweeping away almost the last 








Smt «CULM 


SP os man 6 6 6 6 ms em 


> 


al] 








— oe aes eee eh 


a“ ~ 
oo 


set 
ed 
ce 
ple 
on 
of 
uld 
ork 
nly 
the 
last 





AMERICAN INFLATION AND PRICE CONTROL 1g 


vestiges of price control can be readily understood. The election 
had largely been fought on domestic issues, among which a 
dominant role was given to the operations of O.P.A. and the 
scarcities of meat, textiles, and other goods which were alleged to 
be a result of price control. The results of the elections were quite 
correctly interpreted as an intimation by the people of the United 
States of their wish to return to a free economy. The trend had 
been in that direction ever since President Truman took office. The 
differences between the Administration and the Republican Party 
were largely concerned with problems of timing, of deciding the 
pace at which the remnants of economic controls should be elimin- 
ated. But in view of the electorate’s verdict on this question the 
Administration did not wish, in deference to its own more 
cautious views on the problem, to make the new Republican Con- 
gress a present of this gesture of decontrol. It anticipated measures 
that would in any case have been taken by the new Congress, and 
endeavoured to secure for itself whatever political credit such 
anticipatory action might command. 

The elimination of price controls and the parallel lifting of 
Government restraints on wages have had sufficiently dramatic 
results to raise questions as to whether a free economy in the 
United States is not headed for inflation. The answer to this very 
important and, for the world at large, crucial question will better 
emerge from a brief review of price control and of the inflationary 
potential that grew up in the war-time economy of the United 
States. 

The history of price control in the United States begins with 
the launching of the defence programme in May, 1940 and with the 
setting up of a Defence Commission to supervise the immense task 
of industrial mobilization which that programme envisaged. A 
Price Stabilization Division of the Defence Commission was 
organized to check the rise in prices in certain articles such as 
copper, lead, zinc, aluminium, mercury, steel, on which the impact 
of the defence programme fell with special severity. The concern 
of the Division was wholly with the prices of specific commodities 
affected by Government. It had no overall responsibility for the 
behaviour of the general level of prices. With the signing of the 
Lend-Lease Act in March, 1941, the danger of a general price rise 
became clear and called for more drastic control. The prices of 
basic commodities had begun to move upward in August, 1940, but 
the acceleration first became serious in February, 1941, and in 
April, 1941 President Roosevelt replaced the Price Stabilization 
Division of the Defence Commission with the Office of Price 
Administration and Civilian Supply, which was directed “to take 
all lawful steps necessary or appropriate in order to prevent price 
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spiralling, rising cost of living, profiteering, and inflation . . .’’ and 
to supervise the supply of goods for civilian needs. Even before 
O.P.A.C.S. was created, the Prive Stabilization Division began the 
experiment of issuing maximum price schedules to be enforced by 
publicity and the voluntary co-operation of industry. These 
maximum price schedules, backed later by the force of law, were 
to be the principal mechanism for operating price control in the 
United States. 

Within a week of O.P.A.C.S. being organized it intervened to 
control the price of steel, which was then about to be raised in order 
to pass on a wage increase granted by all steel producers, Until the 
summer of 1941 price control in the United States had to operate 
solely under executive powers derived from the President. By 
then, however, there could be no doubt that the United States 
faced a serious inflationary problem which demanded an apparatus 
of price control backed by full statutory authority. On July 30, 
1941 the President, therefore, sent a message to Congress request- 
ing legislation which “‘should include authority to establish ceilings 
for prices and rents, to purchase materials and commodities when 
necessary, to assure price stability ... Like other defence legisla- 
tion, it should expire with the passing of the need, within a limited 
time after the end of the emergency”. The Bill embodying the 
President’s recommendations was subjected to all the buffeting 
which such an intrusion of Governmental control into the affairs of 
an economy still nominally at peace might be expected to receive 
from Congress. It was finally passed as the Emergency Price 
Control Act nine days before Pearl Harbour was attacked. Mean- 
while, O.P.A.C.S. had lost its last two initials and had become the 
Office of Price Administration, which in the charge of a Price 
Administrator and under the familiar initials O.P.A. was to last 
until the end of 1946. 

With the entry of the United States into the “shooting war’ 
and the new statutory powers with which O.P.A. had been vested, 
price control was rapidly extended to a long list of commodities and 
foodstuffs. O.P.A. was saddled not only with the task of controlling 
prices, but with that of operating rationing of consumer goods. 
The first move in that direction was tyre rationing, which came 
into operation on January 5, 1942. With this experiment began 
the establishment of local rationing boards in every county in the 
United States and of the local O.P.A. offices which ultimately 
were to operate a much extended rationing system. Thus O.P.A. 
got under way. It did so with many reservations on the part of 
the authorities in the United States, reservations that were well 
expressed by President Roosevelt when, signing the Emergency 
Price Control Act, he said: “Price control legislation alone cannot 
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successfully combat inflation. To do that, an adequate tax and fiscal 
programme, a broad savings programme, a sound production pro- 
gramme, and an effective priorities and rationing programme are 
all needed.”’ 

The price control programme, which had been selective until 
April 28, 1942 then became general by the issue of the General 
Maximum Price Regulation which froze the prices of all commodi- 
ties (with certain stated exceptions) at all stages of production and 
distribution at the price levels prevailing in March, 1942. The 
G.M.P.R. also set a ceiling on prices charged for selling or supply- 
ing services, but this was found so difficult to operate that it was 
supplanted by a separate “consumer service regulation” of much 
more restricted scope. ‘The G.M.P.R. was not intended to supplant 
the regulation of prices by specific control. Its main purpose was 

>» “freeze” all previously unregulated prices, but it left the field 
open for the issue of new orders defining maximum prices for 
specific commodities or articles. The original Price Control Act 
had made certain exceptions in the matter of agricultural commod- 
ities — exceptions understandable enough given the weight and 
organization of the farm bloc in Congress. But this loophole was 
soon found to compromise the whole stabilization programme, and 
in October, 1942 an amendment was passed closing up most of the 
gaps. Immediately after the passing of this Act the President 
created the Office of Economic Stabilization and made its director 
responsible for the development of policies in all the agencies con- 
cerned with stabilization. Not only were hitherto exempted retail 
food prices brought under control, but control of salaries and 
wages was put into operation. 

The subsequent war-time history of price control need not be 
told in detail. It largely consisted of a substitution of specific 
orders fixing maximum prices of defined commodities for the base- 
period ceilings as “frozen” by the G.M.P.R. The orders prolifer- 
ated and the schedules of fixed prices ultimately came to comprise 
hundreds of thousands of items. 

In the operation of price control, as in so many other aspects of 
their legislation and executive system, the United States chose the 
path of attempted precision in preference to that of elasticity and 
ad hoc decisions. They put their trust in statute law rather than 
case law; hence the complexity and vast proportions of the orders 
and regulations issued under the Price Control Act, and hence, 
also, some of the difficulties against which O.P.A. had to contend. 

The precise definition of each article subject to price control was 
a standing temptation to manufacturers to produce articles which 
technically might be said to fall just outside the definition and 
therefore not to be covered by the price control regulation. A 
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small but typical and significant example was provided by the 
definition of men’s sock suspenders in the relevant price control 
order. This was so framed that manufacturers who made sus- 
penders not with the usual single fastener, but with two fasteners, 
were able to market their product as a “super model”, “new 
patent” suspender, which could be sold without price control 
restriction because no such article was recognizably described in 
the regulations. O.P.A. was thus waging a constant minor war 
against the ingenuity of American designers and manufacturers. 
One of the outcomes of that war was the creation of artificial 
scarcities in the controlled articles and of corresponding abundance 
in near-by uncontrolled articles. For long periods, for example, 
ordinary men’s shirts were unobtainable, but the shops offered a 
glittering — almost blinding — array of “‘sports shirts’ which sold 
at two to three times the controlled shirt prices. That is the price 
of statutory tidiness and rigidity. Another aspect of the problem 
caused by the rigidity of meticulously drawn up regulations was 
the lack of balance which often developed in the controlled prices 
of related articles. One of the most important of such disparities 
was that which on occasion arose between the controlled prices for 
meat and those for grain, as a result of which farmers would be 
feeding grain to cattle at times when the primary need of the 
United States and of countries dependent on them was for grain to 
be sent to the mills and to the ports. Conversely, when meat 
prices were first brought under control very little meat moved to 
the slaughter houses, and for considerable periods the meat ration 
could not be honoured in many large cities of the United States. 
The price ceilings were kept under constant and vigilant control 
by O.P.A. acting in conformity with the “hold the line’ order 
addressed by the President to the various stabilization agencies in 
April, 1943. That control had two aspects. First there was the 
checking and supervision of prices. At the retail end, where such 
supervision was most difficult to apply, the task was left largely to 
local community price panels. These were voluntary organizations 
which at their peak had about 60,000 volunteers working for them. 
They visited shops, checked prices, and provided much of the 
evidence on which measures for ensuring compliance with price 
regulations were put into operation. In its enforcement of price 
control O.P.A. had the backing of the heavy penalties for non- 
compliance with price regulations embodied in the Stabilization 
Act of 1942. The second aspect of this running survey of the 
price control machinery was the amendment of regulations. Few 
days passed during the war that did not witness the issue of new 
regulations raising or lowering price ceilings, extending control to 
articles until then excluded, or redefining controlled articles. 
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The end of hostilities in August, 1945 brought to a close the 
war-period of economic controls and ushered in a stage which, in 
its threat to economic stability, might prove as critical as were the 
months immediately following the armistice of 1918. Congress had 
renewed the Emergency Price Control Act for another year in 
1945, spurred by the reminder that 40 per cent of the inflation of 
prices in World War I period took place after the armistice. But 
from the day the war in Europe was won in May, 1945, the dis- 
mantling of economic controls in the United States began. Ration- 
ing and allocations of materials were eased, but the order to “hold 
the line” on prices was to be upheld, and an Executive Order 
charged the Price Administration “‘with taking all necessary steps 
to assure that the cost of living and the general level of prices did 
not rise, and with making such adjustments in existing price con- 
trols as were necessary to remove gross inequities or to correct 
maladjustments which would interfere with the effective transition 
to a peace-time economy”. Under this directive O.P.A. began its 
programme based on the thesis that control over a particular 
commodity should be dropped as soon as it appeared likely that 
balanced demand and supply would keep prices at a stable level. 

The war-time record of price control in the United States, ad- 
mitting and allowing for some of the inherent defects in the 
machine, was impressive. ‘Taking August, 1939 as equal to 100, the 
index number of U.S. wholesale prices had risen to 141 by August, 
1945, and that of consumer prices to 131. These movements of 41 
and 31 per cent compared with rises of 102 and 62 per cent 
respectively between July, 1914 and November, 1918. And of the 
rise of 31 points in the consumer prices index only 5 points came 
after May, 1943, when the “hold the line” order was given. 

Before considering the progress of price control after the end 
of the war it will be well to turn back to the course of monetary 
developments during the war and define the wider setting in which 
prices had been controlled during the war and the suppressed 
inflationary potential that had to be reckoned with as the process of 
decontrol began. ‘The expansion of currency and credit and of 
savings in the hands of the public had proceeded much faster than 
the upward movement of prices. As in all belligerent countries, 
the prime cause of this expansion in the United States was the 
enormous increase of Government expenditure and the inability to 
cover the whole of that expenditure out of taxation and genuine 
savings of the public. 

Between June 30, 1940, on the eve of the defence programme, 
and the end of 1945 the U.S. Government spent approximately 
$380 billion. Of this only 40 per cent, or $153 billion, was covered 
by taxes. The remainder, $227 billion, was borrowed (a much 
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higher proportion than in the case of the United Kingdom). But 
more important was the fact that of the amount borrowed no less 
than $95 billion, or 40 per cent, was raised by selling Government 
securities to the commercial banking system. To that extent new 
supplies of money were being created. As a consequence the 
money supply in the United States, as measured by money in 
circulation and demand deposits (current accounts) with the 
commercial banks, was more than trebled, increasing from $40 
billion in June, 1940 to $127 billion at the end of 1945. Time 
deposits nearly doubled, rising to $50 billion. In addition the 
general public (exclusive of banks, Government trust funds, and 
corporate investors) increased its holdings of Government 
securities to about $100 billion, or eight times as much as in June, 
1940. Meanwhile, income payments to individuals in the United 
States, which had been running at $71 billion in 1939 and $76 
billion in 1940, had risen to $161 billion for 1945. Taking 1940 
as the base year, the index number of the cost of living was 130, 
of wholesale prices 136, of hourly earnings 145, of national income 
payments 213, of money in circulation plus demand deposits 317, 
and of Government security holdings in the hands of the public 
about 800. It is not surprising, therefore, that in their report for 
the year 1945 the Board of Governors of the Federal Reserve 
System stated: 


“There can be no doubt that the country’s money supply, 
several times greater now than ever before, is and will continue for 
an indefinite time to be much in excess of available goods. Under 
such conditions, with the heavy drains of war financing no longer 
existing, public policy calls for vigorous attack on the basic 
causes of inflationary pressures. This in turn requires that the 
Government stop and reverse, if possible, the process whereby it 
has created bank credit. It is all the more imperative that the 
Government reverse this process as the commercial banking 
system resumes its peace-time function of supplying credit to 


private sources whose borrowing will itself create additional 
funds.” 


More than ever did price control appear essential because, with 
the removal of such moral restraints as war-time discipline and 
solidarity may have imposed, the inflationary potential acquired 
far more dangerous force. The maintenance of price control, 
however, met with increasing resistance. Some of it was organized 
by vested interests; some of it was the result of discontent at 
continuing shortages which could always be blamed on price 
controls and often: were the direct outcome of the inflexible 
administration of control. But in the main this hostility and 
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resistance reflected a popular mood to be rid of the restrictions and 
inconveniences of a war-time economy. The whole stabilization 
programme based on the “hold the line” order had already been 
undermined in the later months of 1945 and early 1946 with the 
widespread increases in wages, most of them following the pattern 
set by the steel industry which increased wages by 184 cents per 
hour. This was a departure from the “little steel” formula which 
linked wages to the cost of living and was designed with the 
approval of the Administration to defend the level of “‘take home 
pay’’ against the shortening of working hours. 

The anti-control mood was reflected in the intense Congres- 
sional opposition to the renewal of the Price Control Act in the 
spring and early summer of 1946. The measure submitted to 
Congress by the Administration was so emasculated that President 
Truman refused to sign it in the form in which it emerged from 
Congress, and on June 30 last the United States suddenly found 
themselves without any price control at all. This temporary 
period of complete decontrol, a foretaste of what was to happen 
after the November elections, lasted from June 29 to July 25, 
when a new price control law was signed. During this period the 
highly sensitive Bureau of Labour Statistics’ index of 28 raw 
material prices rose 25 per cent. Moody’s index of U.S. com- 
modity prices, which had risen from 248 in April, 1943 (when the 
“hold the line” order took effect) to 289 on June 29, 1946, leapt 
to 348 in a matter of three weeks. The new price control measure 
passed by Congress was little better than the measure previously 
vetoed by the President, but it received grudging acceptance at the 
White House, President Truman saying as he signed the Act: 
“T have signed this measure with reluctance. I had hoped for a 
Bill under which the Government could with full confidence 
assure the people that prices would remain generally stable in 
these last few critical months of the transition to a free economy. 
This Bill falls far short of that hope.” 

Under the attenuated form of price control that came into effect 
towards the end of July little attempt was made to push prices 
back to the point from which the leap began on June 30. Moody’s 
index of wholesale prices declined to 326 on September g but then 
began rising again. Price ceilings were reviewed and raised with 
greater elasticity and readiness to concede increases. In the case 
of meat, where comparatively low ceilings were reintroduced, the 
return of price control meant the virtual disappearance of this 
commodity from the shops, though the black market, which had 
disappeared during the decontrol period, was to play a consider- 
able part in consolidating public hostility to price control and in 
aiding the Republican cause in the November elections. Both 
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parties were committed to the return to a free economy, and the 
process of decontrol had proceeded almost unchecked, and in 
some cases with great speed, ever since President Truman’s 
advent to power, but there were differences of view on timing 
the final phase of return to complete freedom. Moreover, the 
Democratic Party was inevitably identified with the whole set-up 
of war-time economic controls which, however admirably they 
may have done their essential work, became far less tolerable 
when they appeared to interfere with the free working of a peace- 
time economy. 

Within three days of the results of the elections being declared 
President Truman removed all price controls other than the three 
already mentioned — rents, sugar, and rice — and left the level of 
wages to be determined by the process of free bargaining between 
employers and employed. O.P.A. is to disappear and the few 
remnants of its powers, together with those of the Civilian Produc- 
tion Administration, are to be transferred to a new “catch all’’ 
agency known as the Office of Rents and Priorities. The return 
to a free economy has not seen the run-away rise in prices that 
some observers of the situation appeared to anticipate. Moody’s 
price index soared from 352 on November 7, two days after the 
elections, to 370 on December 12, but there has been a decided 
flattening of the curve in the latter part of the period. 

What of the future? What is to happen now to that suppressed 
inflationary potential? The main inflationary danger threatens 
from the labour front. The rise in prices since June 30 has more 
than wiped out the gain in real wages (in the purchasing power of 
earnings) secured by the wage increases of late 1945 and early 
1946. The coal strike appeared to mark the opening of a new 
phase of labour disputes designed to secure another general 
increase in wages. ‘The temporary return to work in the coal 
industry may promise no more than an uneasy spell during which 
employers, employed, and Congress prepare for strife and anti- 
labour legislation. If things were to turn out in this way infla- 
tionary forces would be accentuated in two ways. Higher wages, if 
they are secured, will almost certainly be handed on to the 
consumer in the form of yet higher prices. A succession of further 
strikes would retard production and so recreate the shortages 
which in a free price system would undoubtedly convert infla- 
tionary potential into sharply rising prices. The Congress of 
Industrial Organizations has opened a campaign for large new 
wage increases on the argument that “‘total corporate business can 
support a 25 per cent increase in wages without passing on any of 
this increase to the public in the form of higher prices’’. 

Against these darker factors in the situation must be set a 
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number of reassuring influences. On the purely technical mone- 
tary plane is the extent to which the U.S. Government is repaying 
public debt out of its cash resources. The debt repayment 
programme began last March and to date amounts to about $20 
billion. The resources used for these operations were previously 
held in Government accounts with commercial banks throughout 
the United States. Those resources have been withdrawn for 
good from the banking system and so used that the operation 
has tended to reduce the credit basis and to harden interest rates. 
There is no question of dear money in the United States yet, but 
the policy of easy money “a outrance”’ in which the growth of the 
inflationary potential found such a favourable setting has 
departed. 

More important as an anti-inflationary factor is the fact that 
Government expenditure and revenue are now almost in balance 
and will certainly be in balance when the new Republican majority 
in Congress has made its will felt on the national finances. There 
will be cuts in taxation, but in expenditure also. Budget deficits, 
the main source of monetary expansion, will cease to exert their 
inflationary influence in the United States for a time at least. 

Most important of all as an anti-inflationary influence is the 
tremendous productive capacity of the American economy — both 
industrial and agricultural. The miracle of production which the 
United States achieved during the war was followed by a miracle 
of reconversion. There may have been ruthlessness and haste in 
cutting away war-time controls, but they have paid handsome 
dividends. The index of industrial production, which averaged 
235 for 1944 and 203 for 1945 (1935-39 being equal to 100), fell 
to 148 in February of this year, but has since recovered to 183 for 
September. Despite strikes and other difficulties the volume of 
production in the United States is nearing twice the pre-war figure 
and is at a level never before approached in peace-time. It is this 
torrent of production which is saving the United States from 
inflation. American industry has emerged from the war expanded 
and re-equipped. American workers have, on the whole, retained 
their zest and will for work. Production per man hour, thanks to 
the additional machines at the disposal of the workers and thanks 
also to the eagerness of the workers to use the machines, was, even 
in 1945 in the midst of reconversion troubles, well above the 
figures for 1939. Here are some typical P.M.H. figures for 1945 
expressed as percentages of 1939: agriculture, 122.2; bituminous 
coal, 119.6; leather, 115.4; glass, 121.3; cotton goods, 100.7; 
boots and shoes, 110.6; confectionery, 117.8; hosiery, 137.9. 
These figures are fairly representative of the whole range of 
industries for which such statistics are available. They reflect an 
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increase in productivity which is contributing to the rise of over 80 
per cent in the volume of production in the United States as 
compared with the pre-war level. 

Balancing the opposing factors in the situation the prophesy, if 
one has to be made, must be an optimistic one. Labour strife 
may poison the social and economic history of the next two years 
of Republican-Democratic stalemate in the Government, but it 
would be extremely rash and defeatist to take such an outcome 
for granted. The labour strife of the past 15 months has been 
serious, but has done little more than ruffle the surface of the 
American economy. It is an economy of such vitality and 
resources that it can afford to make mistakes which would prove 
fatal to less well-endowed countries. In the light of American 
history, however turbulent it may at times have been, it is surely 
permissible to hope that that nation will find a solution to the new 
problems of industrial relations set by the growth of a somewhat 
violent form of Trade Unionism in a country that has so little 
tradition of conciliation in the matter of labour relations. On this 
assumption, and even admitting that the path leading to the 
discovery of that mutual discipline will be strewn with many 
strifes and strikes, the dominant factor in the position will be the 
flood of produce pouring out of American factories and farms. 
There is nothing in the present situation to suggest that the trend 
towards increased efficiency and productivity will soon be reversed. 
That being so, the inflationary potential in the United States 
should before long be neutralized, and the long-term outlook for 
that country would seem to conjure up dangers of deflation rather 
than those of inflation. How to sell the goods is likely to be the 
problem and not how to find enough goods for the abundant 
purchasing power now in the hands of the American public and 
(as a result of recent loans) in the hands of foreign buyers. 
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RECENT MOVES IN PERSIA 
AZERBAIJAN AND THE ELECTIONS 


IN EARLY a year ago, in the February issue of The World 
Today, it was stated that “the Azerbaijani’s loyalty to the 
independence of Persia and his support for her territorial integrity 
transcend his provincial loyalties”, and the view was expressed 
that it seemed unlikely that the Democrat autonomous movement 
in Azerbaijan really represented the freely expressed will of the 
people of the province. Meanwhile, for many months past the 
Moscow press and radio and the Tabriz radio have been assuring 
the world that the Democrats of Azerbaijan spoke with the voice 
of the people, while the steps taken by the Central Government 
were attributed to foreign inspiration and the pressure of reaction- 
ary circles, by which was presumably meant Great Britain and the 
U.S.A. 

If, however, this movement in fact really drew its support from 
the people, then its collapse is all the more remarkable. Persian 
troops have entered Tabriz, the principal city of Azerbaijan, and 
the other main cities of the province without encountering any 
considerable resistance and without suffering any casualties to 
speak of. Groups of the Democrat army have surrendered and 
the rest of the Democrat forces have scattered; their equipment, 
in some cases including armoured cars, has largely fallen into the 
hands of the Central Government forces. Pishavari, the Democrat 
leader, has fled the country. Shabistari and Javid, the two most 
prominent leaders of the Democrats after Pishavari, announced 
on the Tabriz radio on December 11 that Government troops 
should be allowed unimpeded entry into Azerbaijan and that they 
themselves were ready to carry out Qawam’s orders. 

The Central Government forces have meanwhile pushed on to 
the other main cities in Azerbaijan and Western Azerbaijan. 
There appears to have been some looting by groups of fedd’is 
(Azerbaijan Democrat troops). Martial law has been proclaimed 
throughout Azerbaijan and military governors appointed in 
Rizaiyya, Ardabil, Mahabad and Miandoab, Qazvin and Khui. 
F urther, and this is not without importance, Ghazi Muhammad, 
the leader of the Kurdish autonomous movement, and other tribal 
leaders have come to Miandoab and submitted to the Central 
Government. Both in Tabriz and other cities the Central Govern- 
ment forces appear to have received an enthusiastic welcome from 
the local inhabitants 

‘This welcome is all the more striking when it is remembered 
what a blow the Persian Army received to its prestige in 1941 and 
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the widespread unpopularity which had attached to it as an institu- 
tion during the former régime. To the Westerner it often appears 
that the Persian lacks patriotism, but times of crisis often show 
that this judgment is false: the Persian has strong feelings of 
patriotism, but these feelings tend to manifest themselves in ways 
unfamiliar to the West. The warm reception which the Shah has 
received wherever he has been recently, including the Caspian 
provinces, is also evidence of the re-emergence of patriotic feeling 
in the country. 

It is difficult to reconstruct in detail the course of recent events 
in Persia, or the reasons for the Central Government’s move 
against the autonomous movement in Azerbaijan. In view of the 
fact that this movement collapsed as soon as its bluff, or the bluff 
of those who sponsored it, was called, one wonders why the 
Central Government did not move before to re-establish its 
authority, or why, if the Democrat movement depended upon 
actual or imaginary support from external sources, this support 
was suddenly withdrawn, or why the supposition that it enjoyed 
such support suddenly fell to the ground. It may have been that 
the Prime Minister had no wish to bring matters to a head and 
that his hand was eventually forced. Perhaps he himself would 
have been content to go along as he had been doing for the past 
year, steering a skilful, if somewhat ambiguous, course between 
the Scylla of complete capitulation to Soviet pressure and the 
Charybdis of an open breach with the U.S.S.R., and in such a 
course he would probably have had the support of many of his 
countrymen. But when he made his journey to Moscow in 
February 1946 he promised to the U.S.S.R. an oil concession in 
northern Persia. 

The power to grant concessions, however, is vested by the Con- 
stitution in the National Assembly. The Fourteenth Majlis was 
dissolved some months ago, its two-year term having expired, and 
all proposals to prolong its life were actively opposed by the Tuda 
party. Indeed, in the last days of its existence mobs organized by 
the Zuda party gathered outside the Majlis building and pre- 
vented the deputies entering. But, since a law had been passed by 
the Fourteenth Majlis forbidding the holding of elections as long 
as the country was occupied by foreign troops, the elections could 
not take place immediately after the dissolution of the Fourteenth 
Majlis. The Prime Minister himself appears to have been in no 
hurry for the writ for the elections for the Fifteenth Majlis to be 
issued, and here again, in view of the fact that the officials of the 
Central Government were at that time largely prevented from 
entering or circulating freely in Azerbaijan, his policy probably 
commanded general support. In any case it is probable that he 
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himself was content to govern without a Majlis. Such a course, 
moreover, would have put off the day of discussions with the 
U.S.S.R. concerning an oil concession, which no doubt would have 
appealed to that very considerable body of opinion in the country 
which was opposed to the granting of such a concession. It will be 
remembered that during the oil crisis of 1944-45 a private Member’s 
Bill was passed by the Fourteenth Majlis on December 2, 1944, 
forbidding any Prime Minister, Minister, or Under-Secretary from 
entering into any conversation with representatives of other 
Governments or of private companies in regard to an oil con- 
cession, and prohibiting the signing of any agreement in connec- 
tion with oil. Any offender against this prohibition was to be 
sentenced to solitary confinement for a period of 3-8 years and 
permanently dismissed from Government service. This law 
might put Qawam in a somewhat difficult position vis-d-vis the 
Majlis, because he has clearly contravened the law. This would, 
perhaps, be an added reason for a preference to rule without a 
Majlis. 

Be that as it may, when renewed pressure was brought to bear 
by the U.S.S.R. to hasten the effective grant of an oil concession, 
Qawam appears to have taken his stand on the following points: 
only the National Assembly had by the Constitution the right to 
grant concessions, and no Assembly was in existence to grant such 
a concession; no Assembly, moreover, could be convened until 
elections had been held, and elections could not be held because 
the Government was prevented from sending its inspectors to 
Azerbaijan to supervise the elections. ‘Thus, it appears, the ques- 
tion came to a head: the Persian Government, perhaps against its 
will, was forced to move, and the Soviet bluff was called. As a 
result Azerbaijan has, at least temporarily, been reunited to Persia. 

Meanwhile, at the time of writing the elections for the Fifteenth 
Majlis had not yet taken place—they were to begin on December 
21. It is difficult to predict the likely course of future events until 
the results of these are known. The Prime Minister some months 
ago formed a party known as the Iran Democrat party. In Persia 
little real information is to be had from the published pro- 
grammes of political parties, which differ little from party to 
party. Persons of a wide range of political opinion, social groups, 
and classes appear to have joined the ranks of the Iran Democrats. 
‘he party professes to stand for the independence of the country 
and for social reform. What the chances are of reform being 
carried out with the support of the party can be better assessed 
when it is seen what type of person is elected to represent the 
party in the Fifteenth Majlis. The Tuda party, the only other 
party in the country with any considerable organization, appears 
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to have suffered a setback, if not an almost total eclipse, throughout 
the country. A strong reaction against it has set in among the 
people in Teheran, Isfahan, Mazandaran, Gurgan, and elsewhere, 
and, in contradiction to the leniency shown to the party in the 
early days of Qawam’s premiership, firm steps have been taken by 
the Government against the party wherever it has incited the 
people to disorder. A not inconsiderable body of persons were 
dissatisfied with the old politicians and their methods, but, while 
desiring a change, they hesitated in the past to join the Tuda party 
because of its supposed or actual connections with a foreign Power; 
it may be that these persons may rally, at least temporarily, to the 
Iran Democrat party, in the hope that it will prove itself to be a 
national reform party. 

It seems clear that the Persian Government has, at last, a chance 
to consolidate its position. The situation is now more favourable 
to it in many respects than it has been since 1941: Qawam him- 
self, by his handling of the situation has, no doubt, greatly in- 
creased his prestige. ‘The Shah’s position, as a point round which 
the nation can rally, has also probably been strengthened. Now 
would seem to be the time for the Government to put into effect 
a part, at least, of the measures of reform which have figured in the 
programmes of all the Governments since 1941, yet have never 
been put into operation, owing admittedly, in part, to circumstances 
beyond the effective control of the Government. The most 
urgent problem of all is that of lessening the burden borne by the 
common people. This can only be done if the Government itself 
means business and has the co-operation of the possessing classes 
in general. All talk of reform, but few are ready to give practical 
effect to measures of reform. Persia’s future may well depend on 
whether the Government and people are prepared, at this critical 
moment, to set to work to put their house in order whatever the 
cost to individuals and groups. Practical measures rather than 
vague high-sounding generalities are required. 


A. K. S. L. 


ITALIAN ECONOMIC TRENDS IN 1946 


HE Italian economic situation has distinctly improved 
during 1946 and the country has shown in this respect a 
remarkable power of recovery. Symptoms are more revealing 
than statistics in a dislocated economic system like Italy’s; yet, 
in view of the fact that the Inter-Ministerial Committee for 
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Reconstruction announced in October that Italian industry was 
working at 75 per cent of capacity and that Italian exports had 
gone up in September to more than 8,000 million lire as compared 
with a few hundred million in January last, one may hesitate to 
challenge the general trend that these figures indicate. 

It is indeed surprising to hear that Italian industry as a whole 
has recovered to such an extent at a time when the supplies of coal 
are still reduced by 50 per cent and more of pre-war requirements. 
Yet it is a fact that the cotton and wool industries are thriving, and 
this by itself should cause the index of industrial production to rise 
to a considerable level. Hydro-electric plants are the chief source 
of motive power in those industries, and power stations in Northern 
italy have suffered little war damage, if at all. On the other hand 
some of the most important industries are based on coal and are 
therefore lagging behind. Such is the case of the iron and steel 
industry, whose blast furnaces are being extinguished one after 
the other for lack of coal. 

On winter’s doorstep it is re@sonable to fear that the coal short- 
age will have sharper repercussions on the industrial situation as a 
whole. It will be superfluous to ask private citizens to economize 
in the use of fuel, as the allocations of imported coal have already 
been generally reduced since October and domestic consumers are 
not allowed any coal at all. Rationing or cuts in the distribution of 
electricity and gas reduce the possibilities of domestic heating, and 
littke wood and charcoal are available, and that at extortionate 
prices. Before the war coal imports exceeded 12 million tons 
yearly, while the internal production of low grade fuel, especially 
from Sardinia and Istria, now barely exceeds 3 million tons. The 
\rsa mines, in Istria, producing about 70,000 tons a month, are 
now under Yugoslav control. There is talk of increasing the pro- 
luction of Sardinian coal from 1 to 2 million tons. But even if this 
performance were achieved, this would not go very far to meet 
[talian requirements. 

Scarcity of coal has a different meaning in this country from what 
t has in Italy. Here one talks of scarcity when coal is burned in 
the home fires alone at the rate of 32 million tons a year, a figure 
which represents more than double the total Italian consumption 

f fuel for all purposes, including industries, transport, and public 

tility services. The supply of hydro-electric power, however great, 

s inadequate to meet more than one third of the total requirements 

t fuel and power in Italy, and this supply cannot be increased at 

ort notice, as new power stations take years to build, even when 
cement and steel are not in short supply as they are now. 

Only by considering the extreme weakness of the Italian fuel 


position can one gauge how precariously the present trends of 
* 
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Italian industrial recovery can be maintained, strictly dependent 
as they are on foreign supplies of coal. In view of the searcity of 
coal all over the world, the remedy seems to lie in a great and rapid 
expansion of the imports of liquid fuel. Storage capacity is in this 
case a specific bottleneck, as most industries are reluctant to con- 
vert their plants to oil-burning until oil can be stored in the country 
in adequate quantities so as to secure distribution without inter- 
ruptions. The entire Italian pre-war oil storage capacity would 
be inadequate to meet the present requirements; but even this is 
not available, for many storage tanks in the sea ports have been 
destroyed and their reconstruction is hampered by the shortage of 
steel plates. Production of steel, on the other hand, is inadequate 
owing to lack of coal. 

Doubts have recently been expressed in some Italian financial 
quarters about Italy’s future capacity to pay for the imports of coal 
now that the world price of this commodity is doubled and ship- 
ping freights have gone up considerably. The Italian merchant 
fleet suffered very severe losses thtough the war, and its capacity 
either to ship the coal to the home ports, or to earn by its services 
some foreign currency of which Italy is short, is now very limited. 
Full scale emigration to foreign lands has not yet re-started, and 
emigrants’ remittances to their families, which for the past half 
century have made such a valuable contribution to the Italian 
balance of payments, cannot be counted upon as a permanent and 
important feature of Italian “invisible exports”. ‘Tourist traffic is 
still hampered by lack of accommodation in the great cities and in 
some of the minor centres of tourist traffic, as well as by the inade- 
quacy of the transport system and by disturbed condii.ons in some 
parts of the country. Even the trickle of foreign currency which 
used to reach Italy through the limited Italian investments abroad 
and the proceeds of industrial patents is likely to be absorbed by 
reparations. 

Yet these seemingly well founded doubts about the country’s 
capacity to pay for her imports of fuel have been at least partially 
dispelled by the relative ease and the quickness with which Italian 
exports of manufactured goods and agricultural produce have 
developed in the past few months, notwithstanding the disappear- 
ance of Germany as the chief buyer of Italian goods. Moreover, 
Italy has not been allowed to conclude a permanent trade agreement 
with Switzerland, a country which could absorb most of the 
Italian surplus of wines and a considerable amount of market 
garden produce, supplying in exchange much needed industrial 
machinery. ‘Trade with Switzerland is, however, being transacted, 
though under the handicap of a primitive system of “private 
compensations” or barter. 
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On a similar basis trade agreements have been concluded with 
France, Denmark, Norway, Sweden, Holland, Belgium, Austria, 
Spain, Poland, and Czechoslovakia. But in the past by far the 
greater share of Italian exports was directed to countries such as the 
United States, Great Britain, Egypt, and South Africa with whom 
not even a “payments agreement” so far exists, and this means that 
all transactions have to be settled on a cash basis. Against this 
unfavourable background, the level reached by Italian exports 
shows that more substantial results may be expected in the future, 
when Italian foreign trade is allowed to develop more freely. 
Here the surplus of manpower, which at first sight would seem 
to present a serious aspect, with an unemployment figure of over 
2 million, may in the long run prove to be a very valuable asset 
towards trade revival. Shortage of labour is one of the main 
obstacles to the full utilization of the resources of Great Britain, 
France, and several other countries in Europe and overseas, and 
this, at least, is a difficulty which Italy does not have to face. 

The Italian textile industry has accepted in the past fourteen 
months work “on commission”. This means that raw cotton and 
raw wool have been sent to Italy by foreign customers to be spun 
and woven for their account, payment for this work being made in 
raw materials, for which Italy had no foreign currency to pay. In 
this way both Italian plants and labour were utilized and the 
emergency task of supplying textiles — especially cotton goods — to 
many countries whose stocks were depleted was the contribution 
that Italy was in a position to give without waiting for full rein- 
statement of her foreign marketing organization and banking facili- 
ties, and in spite of the fact that she has not yet resumed normal 
trade and diplomatic relations with some of the most important 
trading nations. This is a good omen for the future, but meanwhile 
one of the most common grievances of the employers is that they 
have to finance “invisible unemployment”, i.e. they are not allowed 
to dismiss employees for whom they have no work. On the other 
hand fuller agricultural employment is dependent on the skilled 
and dangerous job of freeing many fertile stretches of land from 
mines, as well as on the supply of machinery, fertilizers, and rural 
housing; problems of transport are also delaying the return to 
normal of the home market for agricultural produce, especially 
food. Profiteering and lawlessness are rife and take advantage of 
the scarcity of consumer goods which encourages hoarding of 

ricultural produce. 

Yet there is need for a great improvement in agricultural pro- 

uction if the industrial workers are to be adequately fed and are 
be able to increase, or even maintain, a substantial degree of 
efficiency in order to produce consumer goods as well as fertilizers 
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and agricultural implements. But, should the Italian industry not 
be able promptly to supply the latter in adequate measure, imports 
should make up the immediate deficiency. U.N.R.R.A. has brought 
very valuable aid in this direction during 1946, but in 1947 Italy 
will be left to a great extent to her own resources. There is a gap 
to bridge before the Bretton Woods schemes materialize and the 
F.A.O. or any other international trade organization begins to live 
and to make its action felt. 

The need of a strict discipline by consumers and producers 
alike in this transition period has been acknowledged by the young 
Republican Government, but very often its decrees are not heeded. 
There has been a certain amount of success in collecting to the 
pools the current wheat harvest, but this has been offset by failures 
in the pooling of olive oil and fats. Largely owing to widespread 
black market conditions, the cost of living is constantly rising. So 
do wages and production costs, and the impact of this vicious 
spiral may soon be felt in the trend of foreign trade by making 
Italian exports too expensive. At the same time the lira is losing its 
purchasing power, making it more difficult to provide for increased 
imports which are rendered necessary by insufficient production in 
both field and factory. 

This article is not concerned with the question of political con- 
ditions, which could make the task of breaking the vicious circle 
easier, but from a purely economic angle a preliminary condition 
to both industrial and agricultural efficiency is an early and vast 
improvement of internal transport. Road transport should 
certainly be able to play an important réle in the process of restor- 
ation, as the Allied military lorries ceded to Italy bring up to 
400,000 tons the loading capacity of the Italian motor driven road 
transport, thus, it is hoped, making good almost entirely the 
shortage of railway wagons by the end of 1946. 

Coastal shipping is being rapidly restored. By the end of the 
year 80 per cent of pre-war tonnage will be in use and in the next 
12 months full pre-war efficiency is aimed at. Inland waterways 
are being improved in the Po Valley. The operation of home and 
international airlines, in which British and American capital is 
invested, marks the beginning of useful developments, and air 
transport has already been successfully used in the export of fruit 
to Great Britain. On the other hand, lack of steel and timber is 
slowing down the rebuilding of railway rolling stock. Yet the 
dearth of goods trucks has not been so acutely felt as was expected, 
except in the autumn, when the calls on transport connected with 
the vintage, the rice crop, and perishable market garden produce 
combined to congest the railways. The trucks available are 40 per 
cent less than in 1938, but there is less coal to be moved about, 
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and trade with Germany, which used to tax the Italian railway 
system heavily, is at a standstill. On the whole, however, there is 
good ground for believing that the country’s internal transport will 
soon be in a position to ensure adequate distribution of much 
needed imports, as well as regular delivery of the essential exports 
to the loading ports and across the frontiers. 

Nature has assisted this year by providing a reasonable amount 
of hydro-electric power which has kept many industries going and 
helped towards a bumper crop of fruit and vegetables: the latter 
has done something to relieve the food situation at home and 
supplied an export surplus which has found an eager market in 
Great Britain, Switzerland, and elsewhere in Europe. The advan- 
tages of the possession of a dual economy based almost evenly on 
agriculture and industry have never been so apparent as in 
1946. All other factors being equal, next year the situation all 
round should improve materially. The delivery of the 50 Liberty 
ships which were bought from the U.S. Government last spring 
should not be delayed much longer. These, together with what 
remains of the pre-war merchant fleet, should give Italian im- 
porters greater security about the regular arrivals of privately 
bought industrial raw materials. On the other hand, Italian ship- 
yards are working hard, chiefly for foreign customers. The ship- 
building industry was greatly developed between the two wars, 
reaching a building capacity of about 300,000 gross tons per 
annum. It was only in that period that a large number of vessels 
were built for the Italian merchant fleet, Italian shipowners having 
thrived in earlier years by operating at low costs second-hand ships 
nexpensively bought abroad, chiefly from Great Britain. The 
50 Liberty ships mentioned above will be paid for by instalments 
spread over 25 years, while Italian shipyards are now building for 
export on a cash basis, thus earning some hard currency which is 
going to be very useful for the payment of next year’s current 

mports. 

Should Italy succeed in obtaining a reasonable supply of fuel 
ind thus avoiding a serious crisis in the transport system, the 
economic outlook for 1947 would not be a very gloomy one. 
Shortages are, however, likely to recur in most of the necessities of 

fe. ‘I'he weather might assist both industry and agriculture by 
feeding hydro-electric plants and favouring good crops. But food 

vill still have to be imported, especially wheat, meat, and fats, and 
the export trade will therefore have to be further expanded in order 
to pay for food, fuel, and industrial raw materials, as well as for 
capital and consumer goods which at present cannot be adequately 
produced at home. In other words, the stress is bound to be on 
foreign trade, and fortunately there is no likelihood of a return to 
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autarky, which before the war brought about the development 
only of uneconomic industries and a lowering of the standard of 
living. 

So far Italy has not resumed trade relations with the Balkan 
countries, which before the war used to be good customers of her 
textile industry and from whom she used to get corn, meat, lard, 
timber, beans, petroleum, and olive oil. There is a large field for 
expansion of Italian trade in that part of the world, although the 
only way of developing it in those countries seems to lie for a while 
in accepting sponsorship by one Big Power. 

The United States have been in a position to purchase most of the 
Italian raw silk available for export. Whether these purchases are 
to continue in future, now that Japanese production is coming back 
into its stride, is open to question. On the other hand, trade with 
the United States can be developed in other directions, as is shown 
by the recent Kaiser-Fiat contract, by which Fiat is to supply 
100,000 chassis for a utility car, cheap to run, to be completed in 
the United States and marketed there. Few firms in Italy, however, 
are organized on a scale such as to fit in with the marketing organ- 
ization of the United States, based on mass standard production. 
It is reported that even Fiat, with its vast organization, had to ask 
for terms of delivery longer than those first suggested by the 
Americans. 

A different and perhaps easier task is to foster Italian exports to 
the various countries of the British Commonwealth. Both the Union 
of South Africa and India have already started buying Italian 
manufactured goods, especially low grade wool piece-goods and 
apparel; Italian commercial attachés have been appointed to both 
these countries. Last year British officials assisted in initiating 
Italian dealings on a ““commission’’ basis with Egypt and Palestine, 
and also in stimulating Italian exports of cotton goods to Ceylon 
and Burma. An opening is also provided for the Italian textile 
industry in the colonial countries—not only British —by the 
absence of Japan from the international market in lower grade cotton 
goods. Exceptionally good business has, in fact, been transacted 
by the Italian cotton industry since last spring, all the more useful 
since payments are stipulated in American dollars. 

Some Italian cotton factories can further expand their produc- 
tion by two or three shifts as soon as the housing and food position 
permits, while the artificial silk industry (in which British capital 
is invested) is working at present at only about one third of its 
capacity owing to scarcity of fuel. Three tons of coal are required 
to produce a ton of artificial yarn; and the day seems far off when 
this industry will be able to resume its leading place among world 
exporters of staple fibre. Its réle is now limited to exporting 
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modest quantities and to supplying the Italian market, including 
the provision of yarns and staple fibres for the woollen and cotton 
industries. London merchants have, however, already started 
buying goods in Italy for re-export, expecially rayon suits and 
underwear, as well as inexpensive headgear, which was a typical 
item of Italian pre-war exports. 

As far as agricultural produce is concerned, Great Britain has 
been the chief recipient of Italian exports. In the last twelve 
months the Ministry of Food has made large purchases of almonds, 
lemons, lemon juice, essential oils, and canned tomatoes, for an 
aggregate amount of £3,000,000. More than 3,000 carloads of 
Italian fresh fruit and vegetables have been imported into the 
U.K. since the issuing of a general licence last July. At present, 
however, Italian exporters are able to market their lemons at 
higher prices on the continent and to sell the by-products of citrus 
fruit in the United States. The export of almonds is being 
restricted by the Italian Government in connection with the 
prevailing shortage of fats. Some wine has been exported to 
Great Britain, but there is scope for much larger purchases, 
especially of Italian vermouth. 

The possibilities of British-Italian trade will naturally grow 
with the conclusion of a payments agreement. Under the present 
arrangements Italy cannot purchase anything in this country unless 
she pays cash, i.e., only after the proceeds of her exports to this 
country are placed to her credit in an Italian sterling account with 
the Bank of England. Things will be easier still when the peace 
treaty is signed and Italy has access to membership of future 
international organizations, and when postal, travel, and banking 
facilities with foreign countries are freely restored. 

Argentina, where Italians are numerous and fairly influential, 
has already shown her desire to resume trade with Italy and to 
re-open the way to Italian immigration, especially of skilled 
workers and technicians. The friendly attitude adopted by the 
Brazilian delegates towards Italy at the Paris Conference 
suggests that there will be little difficulty for Italian goods and 
labour in finding an outlet in the largest of the South American 
Republics. 

There are other factors of world-wide importance which are 
now only beginning to reveal themselves and are likely to favour 
the development of Italy’s foreign trade. Among these are, (a) 
Russia’s need of consumers’ goods, which already makes itself 
felt beyond the “rouble area”. Reparations in kind imposed 
on Italy might eventually serve as a sort of brokerage, or 
commission, paid by the Italian industries as a quid pro quo 
for their admission to future normal business on the Russian 
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mafket and, above all, for re-admission to the markets — 
especially in the Balkans — which used to be supplied by Italy in 
peace-time and which are now placed under Russian political 
and economic influence; (5) the enhanced purchasing power of the 
Indian market through progressive industrialization; and (c) the 
opening of new colonial markets through the elimination or the 
reduced activities of the textile and light engineering industries 
in Japan. 


Strictly connected with the revival of trade are the financial 
problems which confront Italy now and urgently need to be 
solved. A State indebtedness of 1,600 milliard lire is undoubtedly 
a heavy liability, and it is all the more dangerous as a great pro- 
portion of this debt is made up of the note circulation (400 
milliard) and of short-term bonds. This makes the present value 
of the lira rather precarious and is liable to cause sharp fluctuations 
in the prices of commodities at home. It is clear that without a 
stabilization of the lira no planned export drive can be fostered, 
nor indeed can any national Budget be realistically established. 
The Italian Government has already announced its decision to 
stabilize the national currency at a lower level (possibly at Lire 
1,600 to the £), giving backing to the new currency by the issue of 
the Reconstruction Loan and by a capital levy. Whether the 
Government is strong enough to make a success of both these 
radical measures is open to question. One might also question 
the wisdom of so drastically altering the exchange rate at a time 
when Italy has not yet had a chance to test the real worth of the 
national currency in the field of international trade. Devaluation 
of the currency and an increase in the prices of imported commo- 
dities may foster labour unrest. On the other hand, export prices 
would work out lower when translated into foreign currency and 
so help Italy to face a possible slump in international trade when 
the present period of a sellers’ market has come to an end. 

In conclusion, Italy is coming out of the war with a depleted 
economy and financially bankrupt. She has no more gold, no 
more foreign assets. She has reparations to pay, and she has to 
rebuild from scratch her marketing organization abroad. On the 
other hand, she is relieved from the burden of disproportionate 
armaments and of unproductive colonies. Only a fraction of her 
industrial plant has been destroyed, and a very small proportion 
of her total hydro-electric power has been lost through war 
damage or cession of territory. Her working population is greater 
than before the war, and its health and efficiency have not been 
fundamentally impaired by war privations. More production 1s 
what the world needs now from every nation — and a helping hand 
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is likely to be stretched out from more than one quarter toa hard- 
working people giving evidence that it is devoting itself to the task 
of reconstruction. 


A. &. 


THE FIRST U.N.E.S.C.0. CONFERENCE 


HE first General Conference of the United Nations 

Educational, Scientific, and Cultural Organization was 
held in Paris from Nov. 19-Dec. 10, 1946. A ‘‘Gallup poll” 
recently taken in one of the participating countries revealed 
ignorance on the part of 85 per cent of the persons asked of the 
activities of U.N.E.S.C.O. or its origins. There is, indeed, a 
general lack of knowledge, and so of interest, in what may rightly 
be called a “magnificent experiment in international under- 
standing”. What then is U.N.E.S.C.O.? 

U.N.E.S.C,O. is a specialized agency of the United Nations 
Organization, and might perhaps be described as the keystone of 
the arch formed by U.N.O.’s specialized agencies: the Economic 
and Social Council, the Food and Agricultural Organization, the 
International Labour Office, etc. 

As long ago as 1942 Ministers of Education from some of the 
Allied countries began to meet and survey the ravages of war and 
consider the problems of rehabilitation, reconstruction, and re- 
education. In July 1945 they held a conference in London, where 

leas for a future organization were crystallized and a draft 
constitution for a United Nations Organization in the fields of 
education and culture was drawn up. At the San Francisco Con- 
ference a project for such an organization was proposed on the 
initiative of the French Government and unanimously approved. 
Then in November 1945 the British Government in association 
with the Government of France and at the request of the Ministers 

Education from Allied countries convened a conference in 
London which was attended by representatives of 44 Governments? 
ind seven international organizations. 

A Constitution for U.N.E.S.C.O. was established on the basis 

f the draft constitutions prepared by the Ministers of Education 

Argentine Republic, Australia, Belgium, Bolivia, Brazil, Canada, Chile, 
China, Colombia, Cuba, Czechoslovakia, Denmark, Dominican Republic, 
Ecuador, El Salvador, Egypt, France, Greece, Guatemala, Haiti, India, Iran, 
lraq, Lebanon, Liberia, Luxembourg, Mexico, the Netherlands, New Zealand, 
Nicaragua, Norway, Panama, Peru, the Philippines, Poland, Saudi Arabia, 
Syria, Turkey, Union of South Africa, United Kingdom of Great Britain and 


Northern Ireland, United States of America, Uruguay, Venezuela (represented 
y an observer), Yugoslavia. 
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and by the French Government and approved by the Conference 
and signed by 41 States.‘ It was further agreed, pending the entry 
into force of the Constitution, to set up a Preparatory Commission. 

The purposes and functions of U.N.E.S.C.O. are defined in the 
Final Act, by which it was established, briefly as follows:* 


«e 


. to contribute to peace and security by promoting collaboration 
among the nations through education, science, and culture in order to 
further universal respect for justice, for the rule of law, and for the 
human rights and fundamental freedoms which are affirmed for the 
peoples of the world, without distinction of race, sex, language, or 
religion, by the Charter of the United Nations’’. 


As regards functions U.N.E.S.C.O. is (a) to collaborate in the 
work of advancing mutual knowledge and understanding of peoples, 
through all means of mass communication; (5) to give fresh im- 
pulse to popular education and to spread culture; (c) to maintain, 
increase, and diffuse knowledge; but “‘with a view to preserving 
the independence, integrity, and fruitful diversity of the cultures 
and educational systems of the States members of U.N.E.S.C.O., 
the Organization is prohibited from intervening in matters which 
are essentially within their domestic jurisdiction’’. 

The link between U.N.E.S.C.O. and States members is forged 
by the various Ministries concerned and by the national councils 
which the Constitution encourages member States to establish. 

The preamble of the Constitution declares: 


“that since wars begin in the minds of men, it is in the minds of men 
that the defences of peace must be constructed; 

“that ignorance of each other’s ways and lives has been a common 
cause, throughout the history of mankind, of that suspicion and mistrust 
between the peoples of the world through which their differences have 
all too often broken into war. . . 

“that the wide diffusion of culture, and the education of humanity 
for justice, liberty, and peace, are indispensable to the dignity of man 
and constitute a sacred duty which all nations must fulfil in a spirit of 
mutual assistance and concern. . . 

“and that the peace must therefore be founded, if it is not to fail, 
upon the intellectual and moral solidarity of mankind”’. 


These are high aims and noble principles, and the Conference 
held in Paris from Nov. 19-Dec. 10 was the First Session of the 
General Conference of U.N.E.S.C.O. to consider, and to take 
the first steps in carrying out, the vast programme devised by the 
Preparatory Commission to translate these principles and aims 
into concrete reality. 


li.e., by all the States attending the Conference with the exception of 
Liberia, E] Salvador, and Yugoslavia. 

2 Final Act of the United Nations Conference for the Establishment of an Educa- 
tional, Scientific, and Cultural Organization (Cmd. 6711, Misc. No. 16 of 1945) 


a 
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It was therefore a significant moment in the history of human 
relations when the Plenary Conference was opened by Monsieur 
Bidault, the Prime Minister of France, in the principal amphi- 
theatre of the Sorbonne against the background of an elaborate 
cultural festival arranged with characteristic skill and elegance by 
the city of Paris. President Roosevelt, in the course of an address 
written the day before his death, wrote: ‘Today we are faced 
with the pre-eminent fact that, if civilization is to survive, we 
must cultivate the science of human relationships—the ability of 
all peoples, of all kinds, to live together and work together at 
peace.” ‘To attend the Conference of U.N.E.S.C.O. was to feel 
that here indeed the science of human relationships was in active 
cultivation—here was a congregation of men of goodwill, not 
abstract idealists, but men versed and expert in the fields of 
education, science, and culture, working together with a common 
aim—peace—and having a common bond of intellectual respect 
and human understanding. 

It will have been noticed from the list of participating States 
that the U.S.S.R. abstained from the Conference. She refrained 
further from sending an observer. The Yugoslav delegate, M. 
Ribnikar, constituted himself the spokesman for the Slav nations 
and declared in two important speeches that Soviet participation 
in U.N.E.S.C.O. would depend on three factors—U.N.E.S.C.O.’s 
programme, U.N.E.S.C.O.’s achievements, and its Secretariat. 
The position of Soviet Russia is therefore obscure, and her future 
policy with regard to U.N.E.S.C.O. must remain doubtful. 

In the meantime, the delegations, who at this Conference set 
themselves against philosophical debates of a controversial charac- 
ter and preferred to concentrate on the more practical aspects of 
U.N.E.S.C.O.’s contribution to human welfare, were realistic in 
their approach to the work of the Conference. 

The six expert sub-commissions, set up to examine the Report 

f the Preparatory Commission’ drawn up under the direction of 
Dr. Julian Huxley, the Executive Secretary of the Organization, 
overed a very wide field indeed—education, mass-communica- 
tion, libraries and museums, natural sciences, human sciences, and 
reative arts. Their recommendations, embodying the main items 
t the draft programme as the basis for U.N.E.S.C.O.’s work, 
ere accepted virtually in full by the Plenary Conference. Dr. 
tluxley, hitherto Secretary of the Preparatory Commission, was 
ppointed Director-General of U.N.E.S.C.O. for a period of 2 years. 
\ budget of $7,500,000 originally proposed by the Programme 


Published as Report on the Programme of the United Nations Educational, 
entific, and Cultural Organization (Preparatory Commission of U.N.E.S.C.O., 


)40) 
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Commission was regrettably reduced on a vote of 10 to g in the 
Administrative and Financial Sub-Commission to $6,950,000. 
Of this sum, it was decided to allocate $6 million to U.N.E.S.C.O. 
activities, including, (a) educational, scientific, and cultural re- 
construction and (4) a substantial contingent fund, and $950,000 to 
costs incurred prior to 1947. A British amendment that the 
budget for 1947 should be increased by $1,500,000 was defeated. 

The work of the Conference and the spirit animating its dis- 
cussions is admirably conveyed in the important document 
prepared by the Chairman of the Drafting Committee (Mr. 
Archibald MacLeish) in proposing the adoption of the sub- 
committees’ reports by the Plenary Conference. This document 
is printed below virtually in extenso. 


K. M. L. S. 


REPORT OF THE DRAFTING COMMITTEE 

The Programme Commission at its First Plenary Session adopted 
five criteria for the selection of proposals for inclusion in the programme 
of Unesco. These criteria had to do with the purpose of the Organiza- 
tion, the coherence of the programme, its financial feasibility, its feasi- 
bility in terms of staff, and the appropriateness of any given project to 
the end in view. In addition to the establishment of these criteria, the 
Commission requested that proposals be distinguished in terms of 
priority, with particular reference to the possibility of accomplishment 
in the year 1947, and that projects “‘should be few in number and should 
involve, at least in the first year, crucially important and obviousl) 
useful undertakings’’. 

The work of the Commission was thereupon assigned to six Sub- 
Commissions which were requested to observe the criteria established 
and to conform to the instructions issued. 

The six Sub-Commissions have now completed their work and have 
submitted to the Programme Commission their final reports which, 
with minor modifications, have been adopted... . / All the reports place 
first in the order of urgency the needs of the peoples who have felt at 
first hand the impact of the war. All of them put in the first order of 
priority the provision of the materials and the services which are 
necessary if the children of these countries are to resume their education, 
if their artists and scientists and men of learning are to pursue again their 
callings, if their libraries are to be rebuilt and stocked again with books, 
and if the apparatus of scientific inquiry is to be renewed... . 

One further preliminary word is necessary. We have not selected 
our projects in terms of the division of the entire subject matter into 
the various fields assigned to the Sub-Commissions. We have selected 
them rather in terms of Unesco’s over-riding purpose to contribute to 
peace and security, and more particularly, in terms of the various func- 
tions by which—as it seems to us—Unesco can best contribute to this 
purpose. These functions, given the over-all purpose and the field of 
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human intercourse in which Unesco is to act, are fairly evident. Unesco 
will contribute to peace and security by promoting collaboration among 
the nations in the preservation of men’s knowledge of themselves, their 
world, and each other; in the increase of that knowledge through learn- 
ing, science, and the arts; and in the dissemination of that knowledge 
through education and through communications generally. This last 
function would seem to be the most important, though not necessarily 
the most urgent. There are great areas of the world in which the pre- 
servation of men’s knowledge of their world and of each other is 
crucially important. Unless the institutions of learning can be restored 
in those countries in which the malice and superstition and ignorance 
of the common enemy destroyed them, it will be impossible for men 
and women and children to pick up again their lives as human beings. 

And there are other fields also in which the increase of knowledge 
has the first importance—fields in which the events of the last few 
dreadful years have clearly demonstrated that lack of knowledge may be 
a cause of war—fields which cry out for the concerted and disinterested 
analysis of which scholarship and science are capable, and the concerted 
and imaginative understanding which those who love the human spirit 
and who believe in the capacities of the human mind can give. 

The urgent projects aimed at the preservation of the knowledge and 
the means of knowledge of mankind are not listed in detail here. They 
will be found in the place of first importance in the reports of the Sub- 
Commissions. Their character is familiar to us all and to all the world. 
Whatever Unesco can do in rehabilitation will be all too little, and even 
that little will be all too late. . . . Nevertheless, it is universally agreed 
that Unesco, whatever its responsibilities for the preservation of know- 
edge and the reconstruction of the institutions and the means of know- 

-dge, is not itself only a relief or a rehabilitation agency. It is an agency 
for the preservation of the peace through understanding. What is required 
of us here at this first Conference is to present to the world a programme 
vyhich shall clearly demonstrate how, and in what measure, Unesco intends 
to accept the responsibility imposed upon it by its Charter, and by what 
means it proposes to translate that responsibility into action and into 
practical results. 

We begin our description of Unesco’s programme, therefore, with 
those forward projects which relate most directly to the future task. 
First among these we put those projects in the field of the dissemination 

f knowledge through education and mass communication which appear 

» us most likely to produce practical and effective results in the 
mmediate future, whether through the removal of barriers to communi- 

ation between peoples or through the increased effectiveness and 

chness of such communication. 

[wo projects looking toward the increased effectiveness of communi- 

ition through the channels of education seem to us to belong at the 
eginning of this account. The first of these is the proposed develop- 
ment of a world-wide programme in fundamental education (or the 
establishment of minimal educational standards) which, it is antici- 
pated, will contribute to the vital struggle against illiteracy which must 
now be joined, and must now be won. 
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In the words of the Preparatory Commission, “the Charter of the 
United Nations points out that stability and well-being are necessary if 
peaceful and friendly relations among the nations are to be created. 
Such conditions imply advances in economic and living standards as 
well as the universal acceptance and observance of fundamental human 
rights and freedom . . . The present educational inequality between nations 
represents a danger to the peace of the world which cannot become ONE if 
half of it remains illiterate’. 

Such a programme will involve, in addition, new forms of education, 
especially for adults in agriculture, health, and citizenship. The first 
step in this great project will be the appointment of a panel of experts, 
most of whom would not be permanent members of the Unesco staff. 
On invitation, they will assist in the development of programmes of 
education, making contacts with workers in the field. The central staff 
of Unesco will assist in providing suitable materials, in the clarification 
of language difficulties, and in the utilization of all forms of instruction— 
books, pictures, films, and radio—which may serve the purposes of the 
programme. Assistance will be sought in collateral fields, such as 
libraries and the social sciences. As the programme advances, follow-up 
work will carry the new skills of reading and writing to a fuller imple- 
mentation of everyday life and, further, to a growing recognition of 
international problems. 

The time has come to recognize that the world owes a duty to its less- 
favoured peoples, not only in their interest but in its own. It is not 
necessary, in order to recognize this duty, to assert that the roots of the 
evil of our time lie solely in the things of the human spirit, any more than 
it is necessary to assert, in order to arrive at certain other conclusions, 
that the roots of these evils lie solely in material conditions. It is 
necessary only to admit that what passes in the minds of men is a reality 
—and a reality which may well affect the great issue of peace and war 
—of life and death. 

A second major project intended to facilitate communication through 
the channels of education is the proposal for a comprehensive revision 
of text books and related teaching materials. This project calls for a 
clearing house for the collection and dissemination of information on 
the revision of text books, starting with the accumulation of the most 
commonly used text books. Necessarily involved in this proposal is the 
assumption by Unesco of a responsibility to report to the General 
Conference and to the United Nations and the world at large any) 
instances of the misuse of text books which might be considered to con- 
stitute a danger to the peace. No question of censorship is involved 
here or elsewhere in Unesco’s programme. Unesco is not the policeman 
of the mind, nor the censor of the imagination. It is, however, charged, 
under its Constitution, with a duty to preserve the peace in so far as 
the peace can be preserved through the instruments of education, of 
science, and of culture. It has, therefore, a clear responsibility, finally 
and in the last analysis, to call to the attention of the member nations 
of Unesco and of the United Nations any misuse of the facilities of 
teaching which it considers dangerous to the peace. 

Communication between peoples in the contemporary world, how- 
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ever, is not limited to education or to the materials which education 
traditionally employs. A technological development of revolutionary 
importance and of incalculable potentialities for good or evil has taken 
place in the press, radio, and motion picture, and in the newer technical 
developments of a related character. It is now, for the first time, possible 
to conceive of culture in planetary terms because it is now, for the first 
time, possible to communicate upon a planetary scale. Proposals before 
this Conference provide for the employment by Unesco of these new 
means of mass communication and for action to remove the obstacles 
in the way of their full and most effective employment. 

The first of these proposals is the proposal for the establishment of a 
world-wide network for radio broadcasting and reception. It is not 
suggested that Unesco should embark immediately upon an under- 
taking of such scope and cost. It is suggested, however, that Unesco 
should undertake forthwith a study of the possibility of such an under- 
taking with a view to the presentation to the next General Conference 
of a practicable plan for action. Closely associated with this proposal 
is a second proposal that Unesco should undertake a survey of the press, 
the film, and the whole range of telecommunications and postal services, 
with a view to examining the adequacy of existing channels to the 
world’s communication needs. It is thought that proposals can be made, 
in the light of such a study, for the elimination of inadequacies where 
they are found to exist and for the encouragement of such supple- 
mentary services as best will fill Unesco’s purposes. Specific proposals 
are made for the establishment of an international radio forum and a 
world university of the air by which, within the framework of existing 
facilities, subjects of international interest can be discussed. 

Combined with these positive proposals for the development of existing 
hannels of communication there are also what might be called negative 

curative proposals for the removal of barriers obstructing the flow 
f communication. Any such undertakings on Unesco’s part must, of 

uurse, be related to similar undertakings by other agencies of the 
United Nations, such, for example, as the Economic and Social Council, 
ind its organs. 

But it is not in the field of the mass media alone that barriers exist 

hich Unesco must labour to remove. Similar barriers exist in connec- 

m with libraries and museums and in connection with literature and 

: creative arts. Never before in the history of the world have there 
een as many men and women hungry for books who lack the means of 
atisfying their hunger. Never before in the history of the world has 

e freedom of the creative artist to satisfy the fundamental need of his 
time been so restricted as it is restricted now by commercial practices, 
nd by censorious suppression. 

\mong the projects proposed are projects aimed at the removal of 
these barriers. Studies are proposed of discriminatory commercial rates, 

f bureaucratic customs, formalities, of unnecessarily high postal rates, 
nd of other similar obstacles to the movement of books and other 
iterials of communication. Co-operation is also proposed in the 
reparation for the universal Copyrig'.~ Conference proposed by the 
{ 


Belgian Government for 1947. 
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Furthermore, and as regards creative artists, a resolution has been 
proposed in the following terms: 


“*That the freedom of the creative artist to accomplish his proper purpose as an 
artist in any nation is a matter of concern to the peoples of all nations, and 
“‘That Unesco, acting for and on behalf of the peoples of all nations, will take 
such measures as are open to it under its Constitution to protect and defend 
the freedom of the artist wherever it is put in danger.” 


But in these fields also, Unesco is not conceived of merely in negative 
terms. In this same field of the creative arts, it is proposed that Unesco 
should, in the near future, conduct an investigation of the way in which 
conditions affecting the livelihood and work of the creative artist may 
be improved, and should co-operate with other agencies in safe-guarding 
the valuable art and culture of primitive and non-industrial peoples from 
debasement or extinction. 

Again, as regards printed materials, it is proposed that Unesco should 
establish a central international inter-library loan system by which 
readers in any part of the world may, given the co-operation of the 
world’s librarians, have access, either in original or copy, to the printed 
materials contained in any library in any country. It is proposed further 
that Unesco should assist libraries and schools to obtain books, periodi- 
cals, works of art, and museum objects from all the countries of the 
world. The use of photographic reproduction, both for the protection 
and for the greater availability of printed materials, is conceived of upon 
a scale never before undertaken. It is clearly seen and clearly proposed 
that the world’s resources of cultural materials destroyed in the war can 
be replaced in part by a world system of loan and reproduction where 
they cannot be replaced in kind. 

It is also proposed to encourage the establishment of public or 
popular libraries and museums where they do not now exist, as aids in 
the great labour of mass education which must be undertaken. 

The principal proposals for activity in the field of increase of men’s 
knowledge of themselves, their world, and each other are to be found, 
as would be expected, in the fields of science. The proposals before us 
in the natural sciences do not, of course, neglect the essential and 
pressing problem of the preservation of knowledge—the replacement of 
scientific and technical apparatus, particularly in the devastated areas 
of the world. It is proposed that this replacement should be accom- 
plished by surveying actual needs and by stimulating the creation of 
agencies to collect and distribute needed supplies. A related proposal 
is the proposal for the interchange of scientists of all grades. Unesco, it 
is proposed, shall administer fellowship grants made available to it and 
shall establish a limited number of fellowships from its own funds. It 
will also stimulate and, to some extent, subsidize meetings of inter- 
national scientific and other learned organizations. It will co-operate 
with international unions of scientific personnel. Travelling panels of 
scientists will be sent to various countries on invitation. In regions 
remote from the main centres of scientific research and technology, 
experience has shown that a small mobile team concerned with scientific 
liaison cannot only facilitate but universally stimulate the advance of 
science and its application. All these proposals are, of course, part only 
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of a broader programme of exchange of personnel and encouragement 
of international conferences which is to be found in the reports of all 
the Sub-Commissions. 

One of the most interesting of the proposals having to do with increase 
of knowledge is a proposal in a field in which new knowledge is 
urgently necessary. It is proposed that Unesco should study the problem 
of satisfactory living in the Equatorial forest zone. As a concrete 
beginning, Unesco will take over the co-ordination of the various 
researches by many nations on the resources and conditions of life in 
the great Amazonian forest with a view to establishing later an Equa- 
torial Survey Institute. A similar proposal relates to the study, in 
collaboration with other United Nations Organizations, of the urgent 
scientific problems arising in those regions of the world where the 
majority of the population is undernourished. As a first stage, Unesco 
vill recruit teams of specialists expert in nutritional science and food 
technology to attack the problem in three sample regions—the Amazon 
forest, India, and China. 

Other projects looking toward the increase of knowledge are to be 
found in the social sciences where it is proposed that Unesco should 
undertake a study of tensions conducive to war. This study would include 
studies of nationalism and internationalism, the pressure of populations, 
ind the effect of technological progress upon the well-being of peoples. 
It will call for a new type of co-operation among social scientists, 
anthropologists, geographers, and psychologists, and it will demand, 


as the work progresses, new methods of investigation and report. In 
such an elaborate undertaking, recourse will be had to the national com- 
missions of member States wherever possible. 

With respect to nationalism and internationalism, the three main 
bjectives will be: 


t) To bring to light the distinctive character of the various national 
ultures and national ideals. 

2) To help in stimulating the sympathy and respect of the nations 
for each other’s ideals and aspirations and appreciation of national 
problems. 

3) To study and recommend for action possible measures which can 
ring the nations into closer co-operation, while maintaining fullest 
respect for their cultures and ideals. 


[he study of population will be undertaken co-operatively with the 
nited Nations Economic and Social Council, which has set up a 
mographic commission. Among the factors which may be identified as 
ming a part of this great problem are the excessive increase or 
ease in populations, the effect of migration, tensions created among 
ups within nations or dependent areas, and problems arising from 
tain customs, standards, or political restrictions. 
it is also proposed that Unesco undertake a similar study upon the 
ip of problems created by the impact of modern technological 
lopments upon social life and social institutions. It is believed that 
ions, both national and international, created by this impact are, 
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thus far, little understood. A new attack upon this problem utilizing 
modern methods of survey and analysis is presented. 

It is further proposed that Unesco should examine the philosophic 
problems of the time. It is agreed, of course, that Unesco must not be 
committed to a dogmatic position in any field or to a philosophy which 
would exclude other basic philosophies directed to the human and 
humane ends to which Unesco, by its Constitution, is devoted. The 
philosophic problem of Unesco is the problem of finding common 
ground for understanding and agreement between diverse philosophies 
and religions. This is a new and important problem for philosophy 
directly related to the cause of peace. It is proposed that it should be 
the subject of discussion in a conference of philosophers to be called 
in the year 1947. 

The above are the projects offered by the Sub-Commissions which 
outline most clearly the character which Unesco will take on when it 
moves from its preparatory and planning stage to the stage of action. 
There are, of course, many additional proposals listed in the reports 
of the Sub-Commissions which, equally with the proposals here named, 
are before the Conference for adoption. It is clearly the responsibility 
of the Director-General to determine, within the limits of the funds 
made available to him, which of the many projects proposed by the 
Sub-Commissions and approved by the Programme Commission and 
the General Conference he will undertake. All the Drafting Committee 
has attempted to do is to draw from the reports of the Sub-Commissions 
those items which appear to conform most nearly to the criteria estab- 
lished. If the General Conference agrees with the Drafting Committee, 
it will be saying, in effect, that the Director-General would be well 
advised, in its opinion, to frame his programme around the projects 
here presented. 

As regards the machinery by which these various proposals shall be 
realized, it is sufficient to state here that although these various pro- 
posals are advanced as proposals for action by Unesco, they are, in the 
last analysis, proposals advanced for action by the peoples of the world. 
Without the collaboration of the member nations Unesco can do nothing 
and can be nothing. Without the collaboration of the peoples who com- 
pose the member nations, the undertakings of Unesco can have no 
reality and no true meaning. In presenting, therefore, this report, we 
are speaking not to the General Conference of Unesco alone but to the 
peoples of the world. 

Here, in our opinion, is a programme for common action to construct 
in the minds of men such defences of the peace as the minds of men can 
maintain. In the final count, in the last determination, we must trust 
our power to be men. As men—as thinking men—as men who think, 
believe, and have the will to act—we can agree together on the end of 
peace. Agreeing on that end, we should be able to agree that there are 
steps by which the end can be approached. In the high confidence that 
the projects here proposed are projects which can bring us nearer to the 
hoped-for goal, we put these programmes in your hands. 


OXFORD AT THE ALDEN PRESS 











